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PREFACE   TO   THE   THIRD    EDITION, 


The  Second  Edition  of  "  People's  Banks,"  published 
in  1897,  has  been  some  time  out  of  print.  There  is  a 
demand  for  information  of  the  kind  which  it  contained. 

Since  the  Second  Edition  was  issued  so  much  has 
happened  in  the  world  of  Co-operative  Credit  that  revising 
and  bringing  up  to  date  has  in  substance  come  to  mean 
re-writing.  The  old  arrangement  has  been  retained — with 
the  addition  of  some  new  chapters ;  but  most  of  the 
matter  has  been  newly  written. 

Barring  our  own  laggard  country,  since  the  author 
wrote  last  there  has  been  a  most  remarkable  advance  and 
extension  of  the  practice  of  Co-operative  Credit  through- 
out the  world.  The  figures  triumphantly  quoted  in  1897 
appear  small  by  the  side  of  those  applying  to  the  present 
time.  In  Germany  alone,  in  1908,  919  banks  of  the 
Schulze-Delitzsch  type  only  dealt  out  in  advances  of 
various  kinds  the  huge  sum  of  ,£175,000,000,  which  has  in 
this  way  been  made  to  fructify  in  commerce,  industry  and 
agriculture,  purchasing  raw  material  and  paying  wages. 
The  sum  lent  out  in  the  same  year  by  about  17,900  co- 
operative banks  registered  in  Germany  reached  altogether 
the  huge  figure  cf  nearly  £240,000,000. 

Wide  stretches  of  new  country  have  been  laid  under 
subjection,  and  where  the  movement  has  been  longer 
established  its  activity  has  grown  strikingly  more  intense 
and  its  business  more  substantial.     The  Dutch,  the  Fins, 
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various  new  families  of  Slavs,  have  made  Co-operative 
Credit  their  own,  and  in  a  wider  sphere  likewise 
Mahomedans  and  Hindoos  of  India,  who — with  their 
2,008  Co-operative  Banks  already  established  within  the 
brief  term  of  four  years  since  the  Co-operative  Act  came 
into  force — are  beginning  to  defy  the  mahajan  and  to 
tempt  hoarded  gold  out  of  its  unprofitable  concealment 
into  more  fructifying  employment.  Canada  has  adopted 
Co-operative  Credit  and  set  us  British  a  stimulating, 
though  at  the  same  time  also  a  shaming,  example.  Its 
first  offshoots  have  already  penetrated  into  the  United 
States.  Even  Cyprus  is  moving  on  the  same  track,  and 
Egj'pt  is  preparing  to  do  so. 

In  addition,  Co-operative  Credit  has  been  made  to 
assume  new  shapes.  A  special  new  chapter  deals  with  a 
novel  form  of  very  questionable  Co-operative  Credit,  to 
which  the  State  gives  its  assistance,  or  else  exacts  the  assist- 
ance of  public  institutions  on  its  behalf,  and  which,  in  virtue 
of  the  immediate  help  that  it  affords,  has  become  for  the 
time  exceedingly  popular.  Such  interference  happily  has 
incited  those  who,  having  tasted  the  sweets  of  State 
assistance,  have  in  course  of  time  penetrated  to  the  bitter 
kernel  concealed  within  the  deceptive  husk,  to  put  forth 
more  vigorous  efforts  to  make  their  Co-operative  Banks 
an  improved  substitute  for  savings  banks.  The  success 
of  Co-operative  Credit  as  a  thrift  institution  accordingly 
shines  forth  to-day  with  increased  splendour. 

The  object  of  the  present  book  is  to  describe  what 
exists.  From  more  quarters  than  one  has  it  obtained  the 
eulogy  of  being  the  most  complete  book  on  the  subject  published 
in  any  language.  It  has  been  the  author's  endeavour  to 
maintain  such  distinction.  For  a  statement  of  the  why 
and    wherefore    of  the  several  practices  which  make   up 
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Co-operative  Credit,  the  causes  which  make  it  succeed, 
the  objects  underlying  each  distinct  usage,  the  dangers  to 
be  guarded  against  in  every  particular,  and  generally  the 
rationale  of  Co-operative  Credit,  readers  interested  in  such 
matters  are  referred  to  the  same  author's  "  Co-operative 
Banking:  Its  Principles  and  Its  Practice";  for 
Rules,  and  Directions  how  to  apply  them,  to  the  author's 
"  A  Co-operative  Credit  Bank  Handbook,"  both  only 
recently  issued. 

What  is  here  said  will  show  that  there  has  never  been 
a  more  successful  or  effective  movement  than  that  of 
Co-operative  Credit,  rendering  equally  valuable  services 
alike  economic  and  educational,  cheapening  the  use  of 
money,  diffusing  its  employment,  and  at  the  same  time 
training  those  for  whom  access  to  money  is  opened  to 
intelligent  use  of  it.  Therefore  the  hope  may  be  enter- 
tained that  the  tale  of  its  origin  and  growth  in  all  its 
various  phases  may  once  more  prove  of  interest. 

H.  W.  W. 

MarcJi   igio. 
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The  subject  discussed  in  the  following  chapters  is  new 
to  most  English  readers.  The  kind  interest  with  which 
articles  dealing  with  one  portion  of  it,  recently  published 
in  the  Economic  Review  and  the  Agricultural  Economist, 
have  been  received,  the  attention  accorded  to  lectures 
delivered  in  various  places,  and  the  direct  bearing  which 
the  matter  obviously  has  upon  our  present  social — that  is, 
at  bottom,  economic — troubles,  encourages  me  to  hope 
that  in  some  quarters,  at  any  rate,  some  information  upon 
one  of  the  most  signally  successful  movements  of  our 
century  may  prove  not  unacceptable. 

I  desire  to  record  my  sincere  acknowledgments  for 
information  very  liberally  given,  orally  and  by  letter — in 
some  cases  at  no  small  sacrifice  of  time  and  trouble — 
to  a  considerable  number  of  gentlemen  connected  with 
the  cause  of  provident  action  and  co-operation,  more 
particularly  to  the  Hon.  L.  Luzzatti ;  Herr  R.  Raiffeisen  ; 
M,  E.  Tisserand,  Conseiller  d'Etat  et  Directeur  de  VAgri- 
cidture,  in  the  French  Ministry  of  Agriculture ;  Dr.  von 
Langsdorff,  of  Dresden,  and  other  heads  of  Agricultural 
Departments  of  German  States ;  Dr.  von  Jekelfalussy, 
Chief  of  the  Statistical  Office  of  Hungary ;  our  Chief 
Registrar  of  Friendly  Societies;  Dr.  von  Keussler,  of 
St.  Petersburgh  ;  Director  Cremer,  of  Neuwied  ;  Professor 
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Concini,  of  Rome;  M.  A.  Micha,  Secretary-General  of 
the  Federation  of  Belgian  Banqiies  Populaires ;  M.  A. 
Yersin,  Director-General  of  the  Schweizerische  Volksbank  ; 
M.  L.  Durand,  of  Lyons  ;  and  the  Very  Reverend  Father 
de  Besse. 

H.  W.  W. 
February  1893. 
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So  much  new  matter  has  been  added  to  the  earlier 
"  Record  "  of  People's  Banking,  that  this  Second  Edition 
may  almost  rank  as  a  new  book. 

In  our  own  country  the  idea  of  Co-operative  Banking 
has,  as  I  must  gratefully  own,  met  with  a  far  more  ready 
reception  than  I  had  any  reason  to  anticipate.  The 
interest  betokened  has  appeared  to  me  to  call  for  fuller 
and  more  detailed  description  of  many  points  affecting  the 
subject  than  I  felt  warranted  in  entering  into  in  the  first 
edition. 

I  owe  thanks  for  information  freely  given  to  so  many 
kind  friends  that  it  would  be  hopeless  to  attempt  to  mention 
all  by  name.  I  must,  however,  single  out  one,  namely, 
Mr.  E.  W.  Brabrook,  the  Chief  Registrar  of  Friendly 
Societies,  whose  ready  help  in  the  preparation  of  Model 
Rules,  alike  for  People's  Banks  and  for  Village  Banks, 
has  proved  invaluable. 

Please  God,  the  good'  cause  having  succeeded  in 
enlisting  interest,  will  now  speed  here  as  it  has  sped  else- 
where, to  the  benefit  of  millions  !  So  far  as  I  am  able,  I 
shall  always  be  happy  to  assist  with  further  explanation  in 
whatever  quarter  such  assistance  may  be  asked. 

H.  W.  W. 

June  1896. 
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PEOPLE'S    BANKS 

A  RECORD  OF  SOCIAL  AND  ECONOMIC  SUCCESS 


CHAPTER    I 

INTRODUCTION 

At  a  time  when  every  mind  appears  busy  with  schemes  Social  import- 
of  "  social  reform,"  when  every  effort,  alike  of  statesmen  ''"''^  °^^^^ 

J       c       ^■^         1  .  matter. 

and  ot  philanthropists,  seems  bent  upon  doing  some- 
thing to  raise  the  social  status  and  improve  the  material 
condition  of  the  poorer  classes,  no  excuse  should  be 
needed  for  calling  attention  to  an  institution  which— 
British,  as  some  of  its  supporters  hold  it  to  be  in  its 
prime  origin,  but  adapted  and  developed  abroad— has 
in  some  neighbouring  countries  proved  more  helpful  than 
any  other  in  furthering  the  objects  aimed  at,  but  which 
among  ourselves  has  thus  far  scarcely  attracted  sufficient 
notice.  The  problems  which  at  present  perplex  us  are 
not,  so  we  ought  to  remember,  our  peculiar  monopoly. 
They  call  as  clamorously  for  solution  elsewhere.  In 
France,  in  Germany,  in  Austria,  in  Italy,  in  Belgium,  as  Its  bearing  on 
among  ourselves.  Labour  jostles  Labour,  the  rapidly  in-  ^iie  Labour 

'  ^         •'  Question. 

creasing  host  of  those  who  have  to  earn  their  living  by 
toil  demand  with  a  voice  growing  louder  and  louder  the 
boon  of  independence  and  a  larger  share  in  the  rights 
and  comforts  of  life.  There,  as  here,  the  plaintive  cry 
of  the  destitute,  the  suffering,  the  helpless,  homeless, 
foodless — whom  the  country  has  brought  forth  and  the 
country,  it  is  contended,  ought  to  sustain— may  be  heard 
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appealing  for  relief.  There,  as  here,  in  one  shape  or 
another — whether  as  a  matter  of  possession  or  as  a 
problem  of  providing  more  ample  means  wherewith  to 
improve    what    is    already    possessed — the   troublesome 

Its  bearing  on  Land  Question  casts  its  dark  shadow  across  the  scene. 

Question.  ^^  cannot,  of  course,  be  argued  that  other  nations  have 

been  more  successful  than  ourselves  in  finally  solving 
the  problem  with  which  we  are  all  grappling.  But 
in  respect  of  one  or  two  points,  amid  a  good  deal  of 
profitless  experiment  and  actual  blundering,  some  of 
them  seem  at  any  rate  to  have  come  nearer  to  sound 
remedial  action.  They  have  discovered  that  it  is  not 
necessary  to  assume,  as  many  among  ourselves  appear 

Capital  and       to  do,  that  Capital  and  Labour,  whose  recurring  strife 

Labour are  not    .  iir  r  •  i-^- 

necessarily  ^^  responsible  lor  one  or  our  mam  perplexities,  are 
antagonistic,  necessarily  antagonistic  forces,  with  dift'erent  interests, 
different  aims,  different  aspirations — belligerent  parties, 
between  whom  peace  can  be  established  only  from 
time  to  time,  as  a  matter  of  terms.  In  one  instance, 
at  least,  they  have  managed  to  bridge  over  the  dividing 
gulf  and  blend  the  long-opposing  interests  into  one, 
by  making,  in  the  apt  words  of  Schulze-Delitzsch,  the 
The  Working-  working-man  "his  own  capitalist."  And  they  have 
Capitalisf."^ "  shown  that  other  means  are  available  for  adjusting 
dift'erences  arising  between  various  factors  of  national 
production  than  encroachments  upon  production  itself  ; 
that  it  is  not  an  inexorable  law  of  Nature  that  whatever 
is  given  to  Labour  must  necessarily  be  taken  from 
someone  else — be  it  capitalists  employer,  or  be  it  rate- 
paying  community.  Not  everywhere  is  it  contended 
that  Labour  should  be  benefited  by  a  restriction  upon 
output.  Emigration,  though  necessarily  tolerated,  is 
looked  upon  by  some  of  our  neighbours  rather  as  an 
evil  to  be  put  up  with  than  as  a  desirable  remedy. 
When  employment  runs  short,  the  first  question  asked 
by    them    is,  whether    it    is    not    possible    to    provide 
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more,  by  creating  new  sources  of  production.     Foreign  Want  of  Em- 
methods  may  not  be  our  methods— in  some  instances  pioy"]P], 

^.■L^         I-    ,•       ^,  ,  ^  remedied  by 

tney    distmctly    cannot    be.      But    some   of   them   may  increase  of 
upon   inquiry   prove   applicable   to   our   case.      And   of  ^^™^"^^^°°- 
these  the  most  promising,  as  also  the  most  adaptable  to 
our  own— as  to  most— circumstances  appears  to  me  to  be 
that  for  which  our  neighbours  are  beholden  to  Schulze- 
Delitzsch,    Raiffeisen,  the  late    Leon    d'Andrimont,  the 
Hon.  L.  Luzzatti,  and  Dr.  Leone  Wollemborg— who  have 
taught  them  to  establish  "  People's  Banks/'  and  thereby 
to   create   large   capitals   providing   a   new   stimulus   to 
busmess  and  abundant  employment  without  cost  to  anyone- 
One   can   scarcely  help    remarking  upon  the   curious  Two  Cali- 
coincidence  of  facts  which  opened  to  Europe  at  exactly  ^°™^^" 
the  same  period,  about    1849,  two  essentially  different 
roads  to  vast  riches.      It  was  while  our  first  emigrants 
were  rushing  to  the  newly  discovered  gold-fields  of  Cali- 
fornia—big with  promise,  tempting  to  the  eye  with  the 
alluring  glitter  of  precious  metal— that  in  a  small  village 
m  the  bleak  Westerwald,  and  in  a  petty  provincial  town 
of   that   portion    of    Saxony  which    Prussia   annexed   in 
181  5,  the  first  spade  was  thrust  into  a  "  gold-field  "  of 
a  very  different    type,    looking    at    the    time    bare    and 
barren,  but   concealing   under   its   unpromising   crust   a 
store  of  wealth,  larger  and  more  beneficent  in  its  effects 
by  far  than  the  gold  deposits  of  the  State  which  the 
American  Confederation  had  then  just  finally  made  its 
own.      Which  of  the  two  gold-fields  has  thus  far  yielded 
to  Society  the  larger  volume  of  tangible  riches,  it  may 
be  open  to  question.      Which  has  more  enduringly  bene- 
fited our  race— the  metal  which  began  by  provoking  rob- 
bery and  disorder,  and  which,  along  with  much  good 
service,  forms  a  standing  incentive  to  greed,  envy,  and 
dishonesty  ;    or  the  "  capitalised  honesty  -'  which  plants 
virtues  where  there  were  vices,  makes  people  thrifty,  in- 
dustrious, sober,  honest,  and  enables  them  to  build  for 
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whole  classes  habitations  which  no  financial  crisis  can 
wash   away  —  to   such   question   there   can  be  but   one 
answer. 
Successor  What  untold  riches  these  People's  Banks  have  within 

Banks^  ^  ^^^  ^^-'^  decades  of  their  existence  made  available  for  small 

folk's  needs,  what  millions  they  have  added  to  the  wealth 
of  the  countries  in  which,  as  Leon  Say  has  testified,  they 
"  flourish  throughout  "  ;    what  vast  amount  of  misery, 
ruin,  loss,  privations,  they  have  either  averted  or  else 
removed,  penetrating,  wherever  they  have  once  gained  a 
footing,  into  the  smallest  hovel,  and  bringing  to  its  beg- 
gared occupant  employment  and  the  weapons  wherewith 
to  start  afresh  in  the  battle  of  life,  it  would  tax  the  powers 
of  even  the  most  imaginative  economists  to  tell.      Pro- 
pagating themselves  by  their  own  merits,  they  have  over- 
spread Germany,   Italy,  Austria,  Hungary,  Switzerland, 
Belgium.      Russia    is    following    up    those    countries  ; 
France  is  striving  strenuously  for  the  possession  of  co- 
operative credit.     Servia,  Roumania,  and  Bulgaria  have 
made  such  credit  their  own.     Canada  has  scored  its  first 
success  on  the  road  to  its  acquisition.    Cyprus,  and  even 
Jamaica,  have  made  their  first  start.     Ireland  has  sub- 
stantial  first-fruits  to  show  of  her  economic  sowings. 
South  Africa  is  groping  its  way  to  the  same  goal.   Egypt 
has  discovered  the  necessity  of  co-operative  banks,  even 
by  the  side  of  Lord  Cromer's  pet  creation,  the  richly 
endowed  "  Agricultural  Bank ."    India  has  made  a  record 
beginning,    full    of    promise.      And  even  in  far  Japan, 
where    Ninomiya    Sontaku    has  paved  the  way,  and  in 
China,  accustomed  to  a  congenerous,  very  primitive  in- 
stitution, people  are  trying  to  acclimatise  the  more  per- 
fected organisations  of  Schulze-Delitzsch  and  Raifteisen. 
The  entire  world  seems  girdled  with  a  ring  of  co-opera- 
tive   credit.       Only  Great  Britain  still  lags  lamentably 
behind,  scarcely  troubling  itself  to  realise  the  existence 
of  such  a  thing. 
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Yet  the  solution  provided  for  the  world-wide  problem  A  system 
has  all  the  more  to  recommend  it  among  ourselves,  seif-help?'^ 
because  it  is  essentially  based  upon  a  principle  of  which 
this  country  has  long  been  regarded  as  the  specific  home  : 
the  principle  of  self-help.  Self-help,  it  is  quite  true, 
has  of  late  gone  a  little  out  of  fashion.  We  are  taught 
sometimes  to  look  to  other  deities  to  bring  us  up  out  of 
the  Egypt  of  want  and  distress.  Nevertheless,  whatever 
it  be  reserved  for  State -help  to  accomplish,  in  England 
self-help  is  not  likely  long  to  want  adherents.  Unfor- 
tunately we  have  thus  far  given  to  this  great  power  only 
half  its  practicable  application.  '*  It  is  self-help,"  so 
Mr.  Gladstone  phonographed,  early  in  1890,  to  a  de-  Mr.  Gladstone 
lighted  body  of  correspondents  across  the  Atlantic,  ""  " '' 
"  which  makes  the  man  ;  and  man -making  is  the  aim 
which  the  Almighty  has  everywhere  impressed  upon 
Creation.  It  is  thrift  by  which  self-help  for  the  masses, 
dependent  upon  labour,  is  principally  made  effective.  In 
them  thrift  is  the  symbol  and  the  instrument  of  indepen- 
dence and  liberty,  indispensable  conditions  of  permanent 
good.'-' 

Yes,  that  is  admirably  said,  and  with  the  truth  of  Mr . 
Gladstone's  words  no  one  will  be  disposed  to  quarrel. 
That  is  the  interpretation  which  we  have  thus  far  put 
upon  "  self-help."  "  Save,  lay  by,  economise,  make  the 
most  of  your  pence,  alike  in  provident  accumulation  and 
in  economic  outlay,"  that  is  the  familiar  counsel  which 
for  many  a  year  back  we  have  persistently  addressed  to 
our  poorer  brethren.  Going  further  than  counsel,  we 
have  provided  for  them  facilities  which  have  served  as 
models  to  other  countries.  Our  Savings  Banks,  our  Pro- 
vident Societies,  our  Co-operative  Stores,  remain  unsur- 
passed in  the  known  world,  and  secure  to  us  without 
question  a  high  place  among  nations  in  respect  of  the 
practice  of  thrift. 

But  does  not  all  this,  after  all,  represent  only  one  side 
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of  self-help  ?  Could  not  the  same  power  which  enables  us 
to  garner  the  ripe  fruit  be  impressed  into  service  also  to 
assist  us  in  tilling  the  soil  and  producing  it  ? 
Self-help  It  seems  strange  that  we  should  never  seriously  have 

ducttve  as  turned  our  thoughts  to  this  problem .  There  are  so  many 
well  as  Pro-  bits  of  waste  lying  unproductive  in  our  economic  system 
which  self-help,  if  it  is  within  its  power,  might  with 
advantage  be  called  in  to  cultivate.  There  is  so  much 
labour  which  cannot  be  brought  to  the  point  at  which  our 
orthodox  form  of  self-help  begins — the  point  of  being 
a"ble  to  save  and  lay  by.  And  even  where  there  is  em- 
ployment, there  is  still  so  much  available  labour  and 
ability  running  unprofitably  to  waste  !  There  is  so  much 
skill  and  opportunity  which  for  want  of  means  cannot  be 
turned  to  full  account  !  We  are  rich,  no  doubt .  But  the 
daily  conflicts  between  Capital  and  Labour  show  that  with 
all  its  abundance  Capital  is  among  us  not  equal  to  the 
demands  made  upon  it  ;  that,  rapidly  as  it  has  grown, 
Labour  has  grown  very  much  faster  ;  and  that,  for  want 
either  of  will  or  of  power,  it  is  still  relatively  too  small 
for  our  national  needs — too  small,  at  any  rate,  at  the 
fructifying  points.  Then,  is  there  no  means  of  supply- 
ing the  want,  of  creating  the  capital  which  is  wanting, 
and,  where  there  is  admittedly  opportunity  and  working 
power,  of  placing  also  the  material  to  work  upon  at  the 
command  of  the  willing  workman,  to  the  diminution  of 
misery  and  destitution,  and  the  happy  increase  of  the 
productive  power  of  the  nation  ? 
What  relief  it  The  answer,  given  in  the  affirmative,  is  to  be  found  in 
may  bring.  '•  People's  Banks."  To  suggest  one  illustration  of  what 
they  may  accomplish — we  well  understand  the  all  but 
hopeless  difflculty  of  dealing  with  the  huge  mass  of  help- 
less misery  which  daily,  articulately  or  inarticulately, 
calls  upon  us  to  be  relieved.  Though  our  charities  ilow 
very  unevenly  from  different  j^urses,  in  the  aggregate  no 
nation  in  the  world  gives  more  largely,  nor  more  readily. 
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For  all  that,  if  Gregory  the    Great  is  right,  it  is  to  be 
feared  that  even  the  most  charitable  among  us  are  sorry 
sinners — even  in  their  very  charities.   For  although  they 
"  offer   rightly  "    enough,   they   most   evidently   do   not 
"  distribute  "  at  all  as  they  should  (si  recte  off  eras,  iioti 
rede  dividas,  peccdsti) .  Now  let  us  suppose  that  through 
this    vast,    unwieldy  mass   of   distress   a   line   might  be 
carried,  separating,  not  the  deserving  from  the  undeserv- 
ing— that  is  not  our  affair — but  those  in  whose  hands 
money  might  be  counted  upon  to  fructify,  to  give  them 
employment  and  repay  itself  out  of  their  toil,  from  those 
in  a  different  case  ;   and  let  us  suppose  that  to  each  and 
every  one  of  the  former  category  could  as  much  money 
be  advanced — readily,  easily,  and  at  a  cheap  rate — as  they 
think  that  they  have  employment  for.     By  what  a  sub- 
stantial proportion  would  the  tax  upon  our  resources, 
both  of  purse  and  of  application,  be  reduced  !     Not  only 
would  the  mass  of  destitution  to  be  dealt  with  dwindle 
very  materially,  but  former  victims  would  at  once  become 
effective  helpers — taxpayers,  it  may  be  employers,  givers 
of  charitable  support  instead  of  claimants  to  it.      Let 
us  further  suppose  that,  even  beyond  the  limits  of  actual 
want   and  non -employment,   all   those   willing   workers 
among  us  who,  like  our  well-known  heroes  of  self-help, 
see  their  opportunity  for  a  great  enterprise,  who  have 
the  ability,  but  want  the  means,  could  go  to  the  same 
source  of  supply  and  there  obtain,   without  the  indig- 
nity of  begging,  without  having  to  make  a  special  favour 
of  the  loan,  what  they  require — let  us  assume  that  the 
farmer  or  the  allotment -holder  could  obtain  the  where- 
withal to  drain,  to  manure,  to  improve  his  field  accord- 
ing to  modern  principles,  the  householder  the  where- 
withal to  set  up  and  furnish  his  home  cheaply,  the  small 
tradesman  the  means  wherewith  to  stock  his  shop,  the 
small  artisan  the  funds  for  carrying  out  profitable  work 
—whatever  the  want,  whatever  the  calling  might  be,  sup- 
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pose  that  it  could  be  supplied — what  a  vista  of  wealth  and 
prosperity  beyond  the  wildest  dreams  of  hope,  profit- 
able to  the  individual,  profitable  to  the  community, 
appears  to  open  itself  to  one's  view  !  It  seems  almost 
like  a  vision  of  fairyland. 

Well,  and  can  People's  Banks  accomplish  all  this  ? 

What  Peoples  The  answer  is  to  be  found  in  that  vast  network  of 
smay  o.  flQUj-ishing  banks  spread  out  over  Germany  and  Italy, 
numbering  by  the  thousand,  turning  homeless  labourers 
into  cultivating  owners,  unemployed  journeymen  into 
thriving  traders,  starving  peasants  into  substantial 
yeomen,  stimulating  everywhere,  in  Leon  Say's  apt 
words,  commerce,  industry,  and  la  petite  culture,  which 
under  their  beneficent  shelter  develop  "  with  increasing 
energy  "  in  those  neat,  prosperous  villages,  enriched  by 
smiling  gardens,  orchards,  and  heavily  bearing  fields, 
which  spring  up,  as  if  by  magic,  not  in  the  fertile  valley 
of  the  Rhine  only,  but  in  the  barren  Westerwald,  on  the 
erst  neglected  plains  of  Venetia,  and  in  the  wild  Rhon 

In  Towns.  mountains .  It  is  to  be  found  in  the  bustling  business 
going  on  daily  in  that  palace  of  the  Banca  Popolare 
which  you  may  see  in  Milan,  where  a  full  hundred  of 
clerks  are  continually  at  work,  besides  about  140  unpaid 
officials,  passing  tens  of  thousands  of  pounds  through 
their  hands  every  day,  £80,000,000  in  the  year,  a  stream 
of  gold  steadily  and  rapidly  increasing  in  volume.  All 
that  work  is  done  with  a  clockwork  regularity  and  an 
exactitude  in  every  detail  which  could  not,  says  Leon  Say, 
be  surpassed  in  London  or  New  York,  And  all  has 
grown  up  out  of  genuine  "  People's  "  business.  Most 
of  the  transactions  are  small — drafts  of  ten  lire  (eight 
shillings)  are  not  at  all  uncommon.  Lira  by  lira  has 
that  magnificent  fabric  been  reared  up  out  of  small  folk'.'-, 
business — "  drop  by  drop,"  says  its  founder,  M.  Luzzatii, 
"  like  a  stalactite  grotto  "—till  it  has  grown  to  be  one 
of  the  largest  banking  establishments  in  all  Italy.   There 
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are  something  like  eight  hundred  banks  of  this  order, 
small  and  great,  in  Italy,  doing  among  them  a  full  third 
of  the  country's  banking.  In  Germany  there  are  thou- 
sands. Or,  to  ascertain  the  results  in  a  different  aspect,  Working-men 
you  should,  once  more  in  Italy,  go  out  into  the  country  ^i^'^  own 
and  ask  the  mur atari  and  the  braccianti^  whom  you  see 
there  building  and  making  roads — even  an  entire  rail- 
road— without  a  master  to  control  them,  where  they  got 
the  money  from  which  enables  them  to  do  the  job  on 
their  own  account,  putting  the  middleman's  profits  into 
their  own  pockets .  Or  else  you  should  walk  into  one  in  the 
of  those  thriving  villages  in  Venetia,  in  which  Dr.  ^°""^''i'- 
Wollemborg  has  set  up  his  casse  rurali.  A  few  years 
ago,  under  the  evil  influence  of  hindrances  not  unknown 
among  ourselves — the  accumulation  of  landed  property 
in  few  hands,  habitual  absenteeism,  and,  in  addition,  a 
rigorous  exaction  of  rents  such  as,  happily,  we  have  no 
conception  of — that  district  was  the  usurer's  favourite 
hunting-ground,  and  the  poor  drudges  who  cultivated  it 
had  not  a  centesimo  to  call  their  own  from  week's  end 
to  week's  end.  Now  the  usurer  is  gone,  and  the  culti- 
vators are  doing  well,  and  laying  by.  Or,  again,  you 
should  go  into  the  valley  of  the  Rhine,  where  the 
Raiffeisen  Banks  have  been  longest  at  work,  and  observe 
to  what  extent  homes  have  been  made  habitable  and 
comfortable  ;  how  cultivation  has  been  improved  ;  how 
machinery  has  been  purchased,  and  the  best  fertilisers 
and  feeding  stuff's  ;  how  the  vintner  has  been  enabled  to 
sell  his  produce  for  cash  at  double  the  former  rate  of 
return  ;  how  the  small  peasant  can  now  buy  his  imple- 
ments and  manures,  of  the  best  quality,  at  the  cheapest 
wholesale  prices  ;  and  you  should  see  how  small  in- 
dustry and  trade  have  been  developed,  how  the  usurer, 
once  all-powerful,  has  been  driven  out  of  the  field,  and 
those  once  poor  men  have  become  small  capitalists.  One 
is  afraid  of  falling  into  a  strain  of  rhapsody  in  describing 
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all  these  results.  "  I  have  seen  a  new  world,"  so  broke 
out,  in  explicable  admiration,  the  Hungarian  deputy, 
Professor  von  Dobransky,  charged  with  a  mission  of  in- 
quiry, on  seeing  this  country  of  newly  created  plenty, 
"  a  world  of  brotherhood  ;  it  is  a  world  of  brotherly  love 
and  mutual  help,  where  every  one  is  the  protector  and 
the  assister  of  his  neighbour.  An  isolated  man  here 
finds  himself  transplanted  into  the  bosom  of  a  com- 
munity whose  resources  multiply  a  hundredfold  the  pro- 
ductive power  of  its  labour,  and  crown  it  with  success." 
This  seems  high-flown  language.  But  other  visitors, 
dry,  sober  political  economists,  like  Leon  Say,  Eugene 
Rostand,  Professor  Held,  and  Fournier  de  Flaix,  speak 
in  exactly  the  same  strain.  The  late  Emile  de  Laveleye 
expressed  himself  with  less  of  rapture  but  not  less  of 
emphasis.  The  wealth  which  this  new  instrument  has 
brought  forth,  as  by  a  touch  of  Midas,  wants  to  be  seen 
to  be  understood.  Looking  at  it,  and  reckoning  up  its 
benefits,  one  feels  indeed  as  if  on  economic  ground  "  a 
new  world  had  been  called  into  existence  to  redress  the 
balance  of  the  old."  And  "  all  these  wonders  which  I 
have  seen,"  so  writes  Leon  Say,  "are  the  wonders  of 
private  initiative  and  decentralisation.  It  is  private 
initiative,  it  is  the  decentralisation  of  credit  which  is  the 
dominating  cause  of  all  this  progress  in  wealth.  It  is 
co-operation  which  has  created  it  all  (la  mutualite  a  tout 
cree) .'' 

And  the  tale  of  our  "  wonders  "  does  not  end  here. 
"  The  moral  results,"  writes  Eugene  Rostand,  after  his 
second  visit  to  the  humble  co-operative  banks  of  Italy, 
"  are  to  my  mind  superior  still  to  the  material."  To 
apply  Signor  Wollemborg's  apt  illustration,  the  golden 
sunshine  of  thrift  and  co-operation,  wherever  it  has  cast 
its  rays,  has  "  unveiled,"  and  brought  to  view  in  j)lenty, 
unlooked-for  virtues  which  had  long  lain  hidden,  like 
flowers  shrouded  by  the  night.     The  idle  man  becomes 
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industrious,  the  spendthrift  thrifty,  the  drunkard  reforms 
his  ways  and  becomes  sober,  the  haunter  of  taverns  for- 
sakes the  inn,  the  illiterate,  though  a  grandfather,  learns 
to  read  and  write.  It  sounds  like  a  tale  from  wonder- 
land. Yet  it  is  all  sober  fact.  We  find  a  Prussian  judge 
officially  reporting  that  litigation,  especially  in  respect 
of  claims  for  debts,  has  very  sensibly  diminished  in  his 
district — thanks  to  the  establishment  of  a  co-operative 
bank .  We  hear  a  German  priest  confessing  that  the  new 
Village  Bank  in  his  parish  has  done  far  more  to  raise 
the  moral  tone  of  his  parishioners  than  all  his  minis- 
trations. In  Italy  we  have  another  parish  priest — one 
among  many — Don  Rover,  the  paroco  of  Loreggia,  writ- 
ing only  a  brief  time  after  the  setting  up  of  the  co- 
operative cassa  in  his  parish  : — 

"  People  go  less  to  taverns  now,  and  work  more  and  better.  Since 
only  respectable  folk  are  admitted  as  members  of  the  Association,  we 
have  seen  habitual  drunkards  promise  never  to  set  foot  again  in  a 
tavern — and  keep  their  word.  We  have  seen  illiterate  folk,  of  fifty 
years  and  more,  learn  to  write,  in  order  that  they  may  be  able  to  sign 
their  application  for  a  loan.  Poor  people,  excluded  as  being  in  receipt 
of  parish  relief,  have  vigorously  exerted  themselves  to  have  their 
names  erased  from  the  paupers'  list,  and  instead  of  living  on  alms,  we 
now  see  them  living  on  their  labour — thanks  to  the  small  capital  lent 
to  them  by  the  Association.  Poor  fellows,  who  could  previously 
scarcely  support  themselves,  have  been  enabled  to  purchase  a  cow, 
out  of  the  milk  and  cheese  of  which  they  pay  the  debt  contracted, 
keeping  the  value  of  the  calf  as  net  gain." 

Learned  professors  and  Ministers  of  State,  dry  econo- 
mists, ministers  of  religion,  men  of  business  from  all 
countries — all,  in  fact,  who  have  had  an  opportunity  of 
judging  by  the  tests  of  their  own  eyes  of  the  merits  of 
this  new  Fortunatus's  purse,  join  in  the  chorus  of  lauda- 
tion. One  is  not  surprised  to  find  foreign  Governments 
steadily  encouraging  institutions  whose  aim,  in  the  words 
of  one  of  their  founders,  Schulze-Delitzsch,  is  "  Peace  "  ; 
in  the  words  of  another,  Leon  d'Andrimont,  "  Order  and 
Economy  "  ;    while  in  practice  they  prove,  according  to 
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the  testimony  of  Leon  Say,  "  the  most  effective  weapon 
against  the  development  of  Socialism." 

But  to  gauge  the  value  of  People's  Banks  at  its  fullest, 
one  should  go  among  the  people  whom  they  have  bene- 
fited— the  small  tradesman,  the  peasant,  the  cottager, 
who  has  by  their  help  purchased,  rod  by  rod,  a  little 
holding  which  he  surveys  with  pride.  One  should  go, 
as  I  have  done,  stick  in  hand,  walking  from  cottage  to 
cottage,  and  hear  these  people  describe  the  contrast  be- 
tween erewhile  and  now,  and  listen  to  them  telling  of 
their  little  troubles  and  embarrassments,  and  how  the 
bank  stepped  in  to  relieve  them.  Many  such  a  tale 
there  is  which  could  not  fail  to  warm  a  philanthropist's 
heart.  If  there  is  one  proof  more  conclusive  than 
any  other,  as  showing  the  practical  utility  of  these  banks, 
it  is  the  devotion  and  the  gratitude  which  they  evoke 
from  those  whom  they  support  and  who  in  turn  support 
them. 

And,  so  inquired  into,  the  system  presents  itself  as 
so  simple  !  Every  peasant  appears  able  to  understand 
it.  He  delights  in  bringing  out  the  books,  in  showing 
them  to  you  and  explaining  what  all  the  entries  mean. 
He  can  make  the  whole  organisation  clear  to  you. 

And,  moreover,  the  business  is  so  safe  !  Hence  in 
part  the  remarkable  popularity  of  co-operative  banks  as 
receptacles  for  savings  deposits.  The  money  deposited 
with  such  societies  in  Germany  at  the  close  of  1907 
amounted  to  £125,000,000,  equalling  the  amount  held 
collectively  by  the  large  banks.  "  Not  a  sou  has  been 
lost,"  so  declares  AI.  Rostand,  the  President  of  one  of  the 
largest  Savings  Banks  in  France,  on  behalf  of  the  Italian 
casse  rurali .  "  Our  losses  have  been  altogether  trifling  ; 
in  the  times  of  economic  crises  less  than  those  of  other 
banks,"  writes  to  me  Professor  Concini,  on  behalf  of 
the  banche  popolari .  "  Not  a  pfennig  has  ever  been  lost, 
either  to  creditor  or  to  depositor,"  so  the  heads  of  the 
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great  Raiffeisen  Union  make  it  their  boast,  after  an  ex- 
perience of  some  sixty  years,  and  speaking  on  behalf 
of  a  union  now  increased  to  beyond  five  thousand 
associations . 

It  must  seem  strange  indeed  that,  with  our  acknow-  Our  past  in- 
ledged  needs,  with  our  large  means,  and  our  familiarity  fhfsubje'cf 
with  banking,  we  should  never  before  have  seriously 
directed  our  attention  to  an  institution  which  with  so 
slight  an  effort  can  produce  such  marvellous  results, 
which  goes  on  spreading  its  network  continually  over 
new  districts,  meeting  with  the  same  success  everywhere, 
going  nowhere  but  to  conquer— we,  who  otherwise  are 
not  slow  in  our  appreciation  of  money  and  of  oppor- 
tunities for  business.  It  seems  doubly  strange  that  we 
should  so  long  have  neglected  this  modern  development 
of  banking,  when  we  are  told  that  it  was  our  Scotch 
"  cash  credit  "  which  first  suggested  the  idea  to  foreign 
co-operators.  In  their  earliest  days  our  Co-operative 
Congresses  did  indeed  nibble  a  little  at  the  subject. 
Their  members  had  heard  of  the  "  wonders  "  wrought 
abroad,  and  were  anxious  to  reproduce  them  on  British 
soil.  They  were  not,  however,  quite  clear  among  them- 
selves as  to  what  they  really  wanted— whether  People's 
Banks,  to  help  poor  folk  by  loans,  or  purely  co-operative 
business  establishments,  to  earn  banker's  profits  for 
their  shareholders  and  finance  speculative  undertakings 
calling  themselves  "  co-operative.-'  And  so  the  inquiry 
ended  in  two  disastrous  experiments.  In  1886  our  Gov- 
ernment made  those  foreign  banks  a  subject  of  consular 
inquiry.  The  Blue  Book  which  has  resuhed  from  those 
labours  gives  them  very  becoming  credit.  But,  unfor- 
tunately, in  its  information  it  is  full  of  inaccuracies  and 
errors .  I  can  say  nothing  better  in  respect  of  later 
official  publications  issued  in  London.  They  are  all 
wanting  in  accuracy  and  fulness  of  information — except- 
ing only  the  admirable  digest  from  the  pen  of  Sir  F, 
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Nicholson,  published  at  Madras,  which,  of  course,  has 
scarcely  been  studied  in  England,  and  which  treats  only 
of  "  agricultural  -'  banks . 

In  real  truth  our  knowledge  on  the  subject,  as  a  nation, 
is  still  little  more  than  a  blank.  I  hope  that  I  have  made 
out  my  case  so  far  as  to  show  that  there  is  some  ground 
for  endeavouring  to  fill  up  that  vacant  space,  and  that 
People's  Banks  ought  to  possess  some  interest  for  us.  To 
the  fullest  extent  they  carry  into  practice  the  admirable 
maxim  on  which  the  Alsatian  philanthropist  M.  Dollfus 
based  the  generous  and  useful  work  which  has  helped 
to  make  him  famous  and  his  memory  beloved  among 
"Aidez-a-  working  folk  :  Aidez-d-faire .  They  do  not  give^  but 
help .  They  help  those  to  help  themselves  whom  by  other 
means,  so  long  experience  has  proved,  we  cannot  ade- 
quately assist.  If  in  the  following  chapters  I  can  but 
make  clear  by  what  services  and  methods  People's  Banks 
accomplish  this,  how  they  have  grown  up  abroad  in  a 
variety  of  form  which  seems  to  indicate  almost  inex- 
haustible adaptability,  how  wonderfully  they  have 
thriven,  and  what  truly  astonishing  amount  of  good  they 
have  accomplished,  more  especially  among  the  poor  and 
neglected  —  the  struggling  toiler,  alike  in  town  and 
country,  the  usurer's  victim  and  the  exactor's  drudge — 
my  tale  ought  to  be  worth  the  telling. 

But  I  need  scarcely  add  that  I  hope  to  do  more  ;  that 
by  the  account  which  I  shall  give  of  the  "  wonders  " 
accomplished — the  work  of  enrichment,  of  education,  and 
of  a  diffusion  of  sound  principles,  alike  economic  and 
moral,  I  hope  to  awaken  sufficient  interest  to  induce  well- 
wishers  of  their  country  to  provide  a  home  for  the  bene- 
ficent institution  which  has  performed  such  admirable 
work  abroad,  also  in  this  laggard  island. 


CHAPTER    II 

THE    GENERAL     IDEA 

The  bare  idea  of  co-operation  in  matters  of  money  was  The  general 
not  new  when  the  two  originators  of  the  co-operative  '^^^f/^  "°i 

"  vyj^v-ittn  V  >-    reallv  new. 

movement  m  Germany  resolved  to  create  for  their 
country  a  co-operative  speciality.  There  are  traces  of 
it  to  be  met  with  in  the  history  of  most  nations.  The 
Spanish  compahia  gallega,  the  Portuguese  sociedade 
familiar,  the  Italian  monti  nummari,  the  Russian  waia- 
gas,  the  South  Slavonian  droujinas,  the  Indian  nidhis  and 
akharas~dX\  these  institutions  show  the  principle  of  co- 
operation for  the  common  obtainment  of  funds  put  into 
practice  in  some  more  or  less  elementary  way.  It  cannot 
occasion  wonder  that,  when  the  second  French  Revolu- 
tion quickened  the  desire  for  full  emancipation  among 
the  toilers  of  an  impetuous  nation,  the  idea  thus  far  rudi- 
mentarily  applied  should  have  been  made  to  assume  more 
definite  form.  It  was  in  those  days  of  emancipation  by 
fire  and  sword  that  the  chemist  Gall— the  same  who  in- 
vented the  method  of  sweetening  sour  wine  by  the  addi- 
tion of  fruit-sugar  during  fermentation— conceived  the 
idea  of  "  fighting  Capital  by  a  combination  of  the  many 
small  purses  of  Labour." 

But  it  was  one  thing  to  grasp  the  bare  idea,  and  quite  Difficulties 
another  to  put  that  idea  into  really  workable  shape.  Jlon^P''''''" 
Gall's  crude  proposal  to  fight  cash  with  cash— cash  which 
could  bide  its  time,  with  cash  which  might,  every  penny 
of  it,  be  called  for  any  day  to  keep  its  owner's  body 
and  soul  together— erred,  of  course,  wide  of  the  mark. 
What  gives  the  capitalist  his  main  advantage  over  the 
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man  with  no  capital,  is  not  his  hard  cash,  but  the  credit 
which  that  cash  commands,  and  which  muhiplies  its  pro- 
ducing power  five  and  tenfold.  If,  therefore,  the  poor 
man  was  to  be  made  "  his  own  capitalist,"  it  must  be  by 
assuring  to  him  the  help  of  credit — the  very  last  thing 
which  in  the  ordinary  state  of  affairs  is  accorded  to  him, 
but  of  which,  in  Signor  \'igan6's  appropriate  words,  **  he 
stands  in  far  greater  need  than  does  the  rich."  "  He 
has  no  credit,"  says  Giustino  Fortunato,  "  because  he 
is  destitute  :  and  he  continues  destitute  because  he 
has  no  credit  ;  and  so  he  moves  on  hopelessly  in  the 
same  vicious  circle,  from  which  there  is  no  way  of 
escape." 

The  question  to  be  answered  then  came  to  be  :  Could 
by  some  means  or  other  credit  be  provided  for  the  poor  ? 
Fortunately,  Credit  is,  as  Professor  Laurent  rather 
happily  points  out,  in  words  quoted  with  approval  by 
the  late  Leon  d'Andrimont,  satisfied  with  very  little. 
"  Credit,"  says  the  professor,  "  is  not  the  creator,  but 
simply  the  mover  of  capitals.  It  multiplies  indefinitely 
their  services  ;  it  quickens  their  movement,  as  the  rail 
quickens  the  revolution  of  wheels  ;  it  annihilates  the 
obstacle  of  time,  as  steam  annihilates  the  obstacle  of 
space  ;  but  it  does  not  create.  It  uncovers,  it  awakens, 
it  fructifies  ;  jt  does  not  invent.  It  is  a  marvellous 
power,  without  which  the  economic  movement  would  not 
exist  ;  but  it  is  not  a  panacea.  Even  with  enormous 
effective  values  it  cannot  do  everything,  and  with  nothing 
it  will  never  accomplish  anything.  However,  with  next 
to  nothing,  and  that  is  the  case  of  the  People's  Banks,  it 
will  effect  wonders.'' 

The  experience  of  People's  Banks  has  fully  justified 
this  opinion.  Schulze-Dclitzsch,  who  has  long  been 
looked  upon  as  the  main  pioneer  of  modern  co-operative 
credit,  began  his  work  with  very  little.  It  was  but  like  a 
grain  of  sand.    But  in  Signor  Vigano's  words,  it  gave 
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Co-operation   the  ttoS  (ttG>,  from  which  the  world  might 
be  lifted  out   of   its   hinges.      It   was   a   paltry   begin- 
ning, so  one  would  have  thought,  to  lead  up  to  the  pre- 
sent wealth  and  influence,  in  the  possession  of  which' 
the     Schulze-Delitzsch     Banks     keep     something     like 
£100,000,000— the   same   sum   that   Mr.    Chamberlain 
asked  for  to  secure  employment  for  our  working-men— 
continually  circulating  in  trade,  agriculture  and  com- 
merce.    Raiffeisen  borrowed  £300,  which  had  to  be  re- 
paid within  a  comparatively  brief  time,  to  begin  his  work 
upon.      JVI.    Luzzatti  started  the  giant    establishment  at 
Milan,  which  now  commands  a   paid-up  capital  and  re- 
serve exceeding  £500,000,  with  a  puny  sum  of  £28. 
Signor  Leone  Wollemborg  began  his  banking  operations 
lor  his  casse  mrali  with  literally  nothing  at  all  except 
credit.     And  yet  these  co-operative  banks  among  them 
have  created  milliards'  worth  of  property,  besides  be- 
coming themselves   substantial   institutions   with   great 
wealth,  in  M.  G.  Francois'  words  :   "  Une  veritable  puis- 
sance financiere,  dont  ^importance  economique  n'a  pas 
besoin  d'etre  demontree .'' 

In   1849,  however,  all  this  was  experience  still  to  be   Early  Cc- 
acquired.       In    Spain    and    Portugal,     unobserved     by  opei^ation  in 
English  or  German  co-operators,  the  poor  peasants  of  pEnugd' 
thecompania  gallega  and  the  sociedade  familiar  had  in 
their   own   elementary  way  solved   the  problem   of  co- 
operative credit  up  to  a  certain  point.     Their  shrewd 
common-sense  had  taught  them  that  by  converting  their 
family,  so  to  speak,  into  a  joint -stock  concern,  endowed 
with  continuity  and  common  liability,  they  would    be 
offering  very  much  better  security  to  the  money-lender, 
-and  thereby  .enabling  themselves  to  obtain  very  much 
more  favourable  terms  for  advances.    And  on  this  prin- 
ciple  they  continued    through    generations   to   contract 
their    little    loans,    unconsciously    providing    a    useful 
stimulus  to  thrift  and  economy,  and  attracting  into  the 
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family  home  or  holding  many  a  real  which  without  such 
inducement  would  have  gone  in  hnery  or  dissipation. 

But  these  men  had  at  any  rate  something  to  pledge. 
Schulze-Delitzsch's  problem  was,  in  his  own  words,  "  to 
procure  capitals  without  a  capital  of  guarantee  " — "  to 
find,"  as  M.  F.  Passy  has  put  it,  "  means  for  giving  credit 
to  those  who  have  no  security  to  offer  in  exchange."  The 
question  to  be  solved,  in  fact,  was  this  :  Could  labour 
SirR.Moriers  be  pledged  for  money?  Sir  Robert  IMorier,  in  an  excel- 
Labourcan  be  ^^^^  paper  contributed  to  our  first  Co-operative  Congress, 
Mortgaged.  held  in  1869,  ^answers  that  question  in  the  affirmative. 
He  says  :  "  The  skilled  artisans  of  a  community  are  as 
good  a  subject  for  a  mortgage  as  the  steam  mill  which 
supplies  it  with  flour,  or  the  broad  acres  which  furnish 
the  corn  for  the  mill .  All  that  is  wanted  is  some  equally 
safe  means  of  assigning  to  the  creditors  a  lien  on  the 
former  as  on  the  latter."  That  is  the  very  point.  In 
practice,  of  course,  the  problem  did  not  in  every  case 
take  this  extreme  shape.  For,  as  in  the  case  of  the 
Iberian  peasants,  there  was  often  something,  at  any  rate, 
in  the  borrower's  possession,  which  might  serve  as  secu- 
rity— a  holding,  or  a  house,  or  some  chattels.  But  these 
m  most  instances  did  not  amount  to  very  much  ;  and 
in  the  main  the  problem  still  remained  as  Sir  Robert 
had  put  it,  and  resolved  itsslf,  in  M.  Luzzatti's  words, 
into  one  of  finding  "  moral  "  guarantees  and  devising 
meanb  for  "  the  capitalisation  of  honesty,"  to  serve  as 
a  pledge  of  security. 

The  work  has  been  accomplished,  as  will  be  seen,  by  a 
variety  of  methods.  Still,  looking  at  the  banks  collec- 
tively, one  may  agree  with  Leon  Say,  who  says  that, 
differing  in  details,  in  principle  they  "  all  belong  to  one 
family."  The  family  has  proved  a  lucky  one  ;  for  all  its 
rnembers  have  been  singularly  successful,  though  suc- 
cessful in  different  degrees.  And  even  that  difference 
is  not  without  its  value.      For    it    teaches    us    what   an 
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essential  element  of  success  in  this  matter  is  the  frank 
adoption  of  the  principle  of  self-help.      It  clearly  shows 
that  the  more  fully  and  undilutedly  banks  have  accepted 
that  principle,   the  better,   in  the  long  run,   have  they   The  Working- 
thriven.       All    leanmg  on  foreign    supports,   whatever   "i-^"  to  work 
ostensible  gain  it  may  have  brought  at  the  moment,  has  saTv^Ln"" 
in  the  end  turned  out  to  be  nothing  but  loss,  and  it  has 
been  proved   beyond   the   shadow   of  a  doubt  that,    in 
Schulze's  words,  to  become  "his  own  capitalist," 'the 
working-man  must  be  "  the  instrument  of  his  own  eman- 
cipation."     "  The  only  capital    (in  this  application,  of 
course)  which  will  endure,"  so  says  Professor  Laurent, 
with  the  approval  of  Emile  de  Laveleye,  "  is  the  capital 
created  by  the  working-man  himself.      It  would  be  idle 
to  lend  to  him  or  to  give  him  the  implements  for  his 
work.     Such  gifts,  like  an  inheritance  under  the  touch 
of  a  spendthrift  heir,  would  be  squandered  in  little  time." 

We    ought    to    know    that    this    is    so,    though    we    have     Wastefulness 

given  little  evidence  in  the  past  of  our  having  mastered   ^^  Charities  as 
the  fact.      The  record  of  our  benefactions  designed  to  sSd^"' 
help  and  raise  the  working  classes  is  a  record,  to  a  great 
extent,  of  desires  and  efforts  which  do  our  philanthro- 
pists credit,  but  to  the  same  extent  it  is  also  a  record  of 
practical    failures.       Millions  upon  millions  have  been 
thrown  away,  as  uselessly  as  if  they  had  been  cast  into 
the  sea,  in  kindly  intended  but  injudiciously  executed 
attempts  to  do  good  to  others  according,  not  to  their 
own,  but  to  our  ideas,  to  give  them  ruffles  when  they 
wanted  a  shirt,  and  to  give  that  luxury  in  a  way  calculated 
rather  to  make  the  receivers  careless  than  to'make  them 
thrifty.      Only  a  short  time  ago  we  had  fresh  proof  of 
this  given  us  in  the  complaint  publicly  expressed  by  a 
nobleman  who  had  liberally  purchased  "a  large  tract  " 
of  land  beyond  the  sea,  on  which  he  had  purposed  to 
settle  English  emigrants.      The  men  accepted  the  free 
passage  gladly,  and,  that  done,  made  their  way  to  a  more 
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congenial  settling  ground  in  the  United  States.  Their 
intending  benefactor  had  thrown  his  money  away.  He 
had  pressed  upon  his  beneficiaries  what  they  had  not 
asked  for  and  did  not  want,  and  what  they  considered 
that  they  might  relinquish  without  ingratiude.  Hun- 
dreds of  similar  instances  might  probably  be  quoted, 
if  one  cared  to  ransack  the  history  of  our  charities. 

Throughout  history  there  seems  to  have  been  a  pecu- 
liar bane  of  failure  attaching,  like  a  Pandora's  curse,  to 
those  provident  or  charitable  enterprises  which  did  not 
rest  upon  self-help.  Either  they  did  not  reach  the 
proper  people,  or  they  failed  in  their  effect  upon  those 
people,  making  them  unthrifty  instead  of  thrifty  ;  or 
else  the  method  chosen  proved  unsuitable,  or  the  safe- 
guards were  insufficient  ;  or  else,  lastly,  the  funds  were 
misapplied  by  their  own  guardians  and  turned  to  im- 
proper uses. 
Instances  France  has  a  long  tale  to  tell  of  very  well  meant  but 

quoted  from      injudiciously  concclvcd  or  else  mismanaged  enterprises — 

rarnce.  ■'  ^  ,  . 

from  that  wretched  waste  of  money  downward,  which  m 
1848  Thiers  branded  as  "  cette  grande  folie  " — viz.,  the 
gift  of  3,000,000  francs  wherewith  to  endow  national 
workshops — to  the  present  day.  The  Emperor  Napo- 
leon III.  tried  his  hand  at  such  beneficent  work.  First 
he  created  a  Caisse  d'Escompte,  endowed  with  a  million 
of  francs,  of  which  he  himself  provided  one -half,  which 
was  to  advance  funds  more  especially  to  productive  co- 
operative associations.  As  it  turned  out,  the  rules  had 
been  so  stringently  drawn  that  no  borrower  could  be 
found  willing  to  comply  with  them,  and  the  institution 
died  without  having  done  any  good.  Then  the  same 
Emperor  started  a  Societe  du  Credit  Agricole,  which  was 
more  especially  intended  to  benefit  rural  borrowers.  The 
institution  came  to  these  men  in  such  a  questionable 
shape,  it  looked  to  their  eyes  so  unfamiliar  and  sus- 
picious that,  timid  as  they  habitually  are,  they  shrank 
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from  claiming  what  was  willingly  offered,  and  the 
Soclete,  not  knowing  what  to  do  with  its  idle  money, 
invested  a  large  sum  in  loans  to  the  Khedive  Ismail, 
which  very  soon  put  an  end  to  its  existence.  The 
Empress  Eugenie  fared  no  better  with  her  Societe  des 
Prets  de  VEnfance .  Gambetta  experimented  with  the 
same  ingenuity,  but  unfortunately  also  with  the  same 
disappointing  result.  His  Calsse  Centrale,  formed 
with  the  very  best  object,  soon  found  itself  on  the 
straight  road  to  failure,  because  it  could  not  attract  the 
one  class  of  customers  whom  it  wanted,  and  in  the  end 
it  saved  itself  only  by  converting  itself  from  a  philan- 
thropic into  a  business  bank. 

The  truth  is,  it  is  not  by  any  means  easy  to  attract  Difficulties  of 
poor  people  of  the  right  sort  to  the  lending  counter.  hon'est'^pooMo 
With  an  ingrained  sense  of  very  honourable  delicacy  borrow. 
they  shrink  from  accepting  what  either  is,  or  else  appears 
to  be,  a  dole.  There  were  non -co -operative  philan- 
thropic lending  banks  in  many  places  in  Germany  before 
Schulze  -  Delitzsch  and  Raiffeisen  entered  upon  their 
benevolent  career.  The  late  Duke  of  Saxe-Coburg — the 
grandfather  of  our  King — more  especially,  had  been 
careful  to  found  some  such  in  his  dominions — at  Gotha, 
Ohrdruff,  Zelle,  Ruhla,  and  elsewhere.  But  nowhere  did 
these  capitalist  establishments  accomplish  any  real  good. 
In  Berlin,  so  Dr.  Criiger  tells  us,  no  man  "  with  any 
sense  of  honour  in  him  "  would  apply  to  them  for  a  loan. 
Vagabonds  came  in  plenty,  but  vagabonds  were  not  to 
be  supplied — though,  to  the  loss  of  the  institution,  un- 
fortunately a  good  many  were.  And  when,  for  want  of 
business,  the  banks  at  length  closed  their  doors,  though 
their  capital  had  considerably  dwindled  by  injudicious 
loans,  a  large  portion  of  the  funds  remained  unemployed. 

Such  unwillingness  on  the  part  of  poor  people,  especi- 
ally the  poor  peasantry,  to  come  for  loans  to  persons 
whom  they  do  not  know  very  familiarly,  and  by  whom 


22  PEOPLE'S   BANKS. 

they  do  not  know  themselves  to  be  understood,  has 
been  the  standing  crux  of  the  Governments  both  of 
France  and  of  Belgium  in  their  endeavours  to  carry  into 
effect  their  j>et  hobby  of  establishing  a  form  of  per- 
sonal agricultural  credit.  They  have  tried  to  do  this 
with  the  help  of  the  large  resources  at  their  disposal 
respectively  in  the  Bank  of  France  and  the  Belgian 
National  Savings  Bank,  and  through  the  medium  of  local 
committees — comptoirs  d^escompte  and  comptoirs  agri- 
coles — whose  members  were  selected  with  as  great  care 
as  was  possible,  so  as  to  secure  persons  acceptable  to 
the  local  clientele .  It  proved  all  in  vain .  The  borrowers 
would  not  come.  "  If  in  a  village,"  so  complained  the 
Belgian  Minister.  M.  Graux,  pouring  out  his  griefs  on 
this  subject  to  the  Chamber,  "  it  becomes  known  that 
an  inhabitant  borrows,  people  at  once  begin  to  suspect 
that  his  financial  position  must  be  shaken.  The  trader, 
on  the  other  hand,  glories  in  his  credit  ;  the  larger  is 
his  credit,  the  higher  stands  his  repute.  The  peasant 
will  not  borrow  till  his  affairs  decline,  and  then  he  puts 
off  borrowing  as  long  as  he  possibly  can  ;  he  will  rather 
pay  a  high  rate  of  interest  to  some  avaricious  notary, 
who  may  be  trusted  to  keep  his  secret,  than  frankly  apply 
for  a  loan  where  interest  is  low.  Such  are  the  ideas  of 
our  campagnards.  In  their  view  a  loan  brings  with  it  a 
stigma  of  discredit."  This  description  is  true  all  the 
world  over.  The  French  Government  has  had  much  the 
same  experience  in  its  own  country.  And  in  Germany, 
Herr  Cremer,  when  Chairman  of  the  Union  of  Co-opera- 
tive Loan  Banks  of  Neuwied,  told  me  that  even  the  Raif- 
feisen  Associations,  which  are  thoroughly  popular  and 
self-administered,  have  in  some  of  their  districts  found 
themselves  compelled  to  put  forward  one  or  other  of 
their  wealthier  members,  so  to  speak,  to  '*  bell-wether  " 
the  poor  to  the  lending  table.  Evidently  it  is  only  to 
lenders  of  their  own  place  or  district,  and  lenders  of 
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their  own  class,  or  familiar  with  its  affairs — who  may 
accordingly  be  fully  trusted  to  understand  the  position 
and  the  objects  of  the  borrower,  and  to  think  none  the 
worse  of  him  for  his  borrowing — that  this  shy  class  of 
customers — as  it  happens,  the  only  right  ones  to  trust 
with  money — will  come. 

And  if  it  is  only  to  such  that  the  right  borrowers  will  Security  is  not 
come,  it  is  only  such  also  who  may  be  trusted  to  adapt  otherwise  than 
their  methods  to  the  case,  and  be  liberal  without  being  by  Self-help. 
careless  as  regards  security.  In  the  most  typical  cases 
already  quoted  from  French  economic  history  there  has 
always  been  either  too  much  or  too  little  caution.  To 
what  extent  official  administration  can  shipwreck  even  a 
good  fund,  is  shown  by  the  fate  of  the  Legs  Ranipal, 
liberally  left  by  a  philanthropist  for  the  benefit  of  co- 
operative societies .  Unfortunately  Rampal  entrusted  the 
keeping  of  the  fund  to  a  Committee  to  be  appointed  by 
the  Municipal  Council  of  Paris  ;  and  that  Committee 
simply  strangled  the  fund  with  red-tape.  Framing  its 
rules  with  municipal  wisdom,  it  lent  to  those  to  whom  it 
.ought  not  to  have  lent,  and  did  not  lend  to  those  to  whom 
it  ought,  and  by  this  means  very  effectually  frustrated 
the  entire  object  in  view.  In  such  manner  the  funds  of 
Legs  were  for  a  long  time  systematically  frittered  away. 
In  1887,  out  of  437,000  francs  lent  out,  100,000  francs 
were  reported  irrecoverable.  In  1899,  out  of  forty-nine 
associations  lent  to,  eighteen  were  found  to  be  bankrupt, 
eighteen  more  in  course  of  liquidation,  and  three  sus- 
piciously in  arrear.  On  ist  January,  1908,  the  assets 
of  the  Legs,  which  began  in  1882  with  1,411,062 
francs,  had  dwindled  to  415,980  francs.  The  losses 
alone  endured  by  failure  of  societies  to  repay  in  22 
years,  are  officially  set  down  as  288,766  francs.  That 
is  not  an  encouraging  tale. 

Even  co-operative  loan  associations,  so  it  has  become 
plain  from  experience  collected,  more  especially  in  Italy, 
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must  not  step  outside  the  district  within  which  they  are 
genuinely  local  and  co-operative,  unless  they  would  miss 
their  effect.  Co-operative  banks,  endeavouring  to  ex- 
tend their  work  over  a  wider  district  by  means  of  branch 
offices,  where  there  was  not  sufficient  touch,  found  them- 
selves making  a  loss.  The  branch  districts  afterwards 
organised  their  own  independent  banks,  based  on  touch 
and  mutual  knowledge  of  one  another  among  members, 
and  the  new  institutions  throve.  The  losses  sustained  by 
co-operative  credit  associations  in  Germany  in  the  course 
of  their  operations  occur  almost  without  exception 
amongst  such  as  have  attempted  to  work  outside  their 
own  district  or  without  a  recognised  district  at  all. 
Self-help  has  It  is  interesting  to  note  the  difference  in  the  fate  which 

succeeded         j^^g  befallen,  on  the  one  hand,  genuine  co-operative  loan 

where  Chanty  «=  i^ 

has  failed.         institutions,  supported  and  officered  by  those  for  whose 
benefit  they  are  intended,  and,  on  the  other,  loan  institu- 
tions of  a  different  type,  be  they  official  or  philanthropic, 
however  well  conceived  and  organised. 
Instance  of  One  case  in  point  is  that  of  Alsace.     The    German 

Alsace.  Government,    on   taking   possession   of  the   newly  con- 

quered province,  found  popular  credit  unprovided  for, 
and  at  the  same  time  millions  of  marks,  either  savings 
banks'  money  or  else  communal  funds,  lying  idle  in  its 
tills.  With  sound  judgment,  as  it  appeared,  and  great 
thought,  it  organised  popular  Advance  Banks  (Vorsc/ius- 
skassen)fhy  which  such  available  moneys  were  to  be  lent 
out  to  the  peasantry  and  other  small  folk  on  very  liberal 
terms  under  official  administration.  Every  precaution 
was  taken,  yet  the  practical  effect  proved  next  to  nil. 
Some  eighteen  years  later  Herr  Raiffeisen  planted  one 
of  his  co-operative  Village  Banks  on  the  same  ground. 
Within  five  years  that  one  multiplied  to  seventy-three. 
In  1892,  when  I  visited  M.  Chevroton,  the  Chairman  of 
the  Provincial  Committee,  at  Saint  Ilippolyte,  there 
were   126,  all  thriving,  all  doing  a  large  business,  alike 
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in  granting  loans,  and  in  taking  savings.  At  New  Year 
1908  there  were  414  societies  with  48,892  members. 
Never  had  grain  of  seed  fallen  on  more  fruitful  soil  than 
that  on  which  the  official  variety  had  barely  germinated. 

Something  very  similar  has  happened  in  Italy.  In  Experience  in 
1869  the  Italian  Government,  being  anxious,  like  ^^' 
its  neighbours  in  France  and  Belgium,  to  provide  small 
agricultural  cultivators  with  cheap  and  easy  personal 
credit,  by  a  special  law  authorised  the  formation  of 
banche  agricole,  very  similar  in  constitution  and  practice 
to  the  French  comptoirs  (Vescompte .  In  1882,  of  the 
thirty-odd  banche  so  established,  all  but  nine  had  col- 
lapsed. Of  those  nine  only  two  were  doing  any  business 
to  speak  of,  and  that,  as  it  turned  out,  only  owing  to 
special  circumstances  acting  in  their  favour.  One  would 
have  thought  that  in  that  district  surely  there  could  be 
no  demand  for  credit.  Yet,  scarcely  had  M.  Luzzatti's 
banche  popolari  set  up  their  tables  on  the  same  seemingly 
barren  soil,  but  business  flowed  to  them  from  all  sides, 
and  they  grew  in  a  few  years  to  most  successful  estab- 
lishments . 

In  Berlin,  where  the  late  Emperor  William's  money,  Experience  in 
granted  in  1865,  on  Prince  Bismarck's  urgent  recom-  ^^'"^^'^y- 
mendation,  to  endow  socialist  associations  of  the  Las- 
salle  type,  proved  a  hopeless  waste,  and  where  those 
philanthropic  loan  banks  already  referred  to  had  to  close 
their  doors  for  want  of  business  ;  and  in  Thuringia, 
where  the  banks  supported  by  the  various  small  Crowns 
accomplished  very  little — the  Credit  Associations  estab- 
lished by  Schulze-Delitzsch  have  thriven  quite  remark- 
ably. 

One  very  striking  and  characteristic  instance  comes   Frankenheim. 
to  me  from  the  Grand  Duchy  of  Saxe -Weimar.    There, 
in  what  not  long  ago  was  a  forlorn  district,  something 
like  a  rural  Seven  Dials,  stands  the  erst  forsaken  village 
of  Frankenheim — poor,  neglected,  it  was,  with  tumble- 
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down  houses,  all  of  them  heavily  mortgaged,  badly  tilled 
fields,  and  an  uncouth,  barbarous -looking  race  of  inhabi- 
tants, rightly  or  wrongly  reputed  capable  of  any  mis- 
deeds, and  possessing  some  few  famished  cattle,  nine- 
tenths  of  which  really  belonged  to  the  "  Jews."      In  pity 
the  Grand  Duchess  had  some  model  dwellings  set  up, 
erected  at  comparatively  considerable  cost,  but  to  be  let 
at  a  nominal  rent  of  30s.  a  year.     The  success  was  not 
particularly  encouraging.    Some  time  after,  the  Lutheran 
vicar  of  the  parish  resolved  on  trying  the  effects  of  a 
\'illage  Bank  of  the  Raiffeisen  type .    With  the  help  of  the 
money  so  secured— on  these  poor  people's  own  collective 
credit— he  built  houses,  each  of  which,  with  the  ground 
upon  which  it  stands,  and  the  garden  surrounding  it, 
cost  a  little  under  £60.     For  these  houses  the  occupiers 
are  required  to  pay  rent   representing    4^   per   cent,  in- 
interest,  plus  ^g  or  J^  of  the  principal  each  year,  by  way 
of  sinking  fund,,  therefore  in  all,  according  to  circum- 
stances, either  £5.  12s.  or  £6  12s.,  in  consideration  of 
which  the  houses  become  their  own  after  a  certain  period . 
All  these  houses  have  been  readily  taken  up,  the  tenants 
pay  their    rents    regularly    and,  thanks    to    the    money 
brought  into  the  village,  the  whole  face  of  things  has 
become  changed.     The  dwellings  have  become  decent, 
the  gardens  well  kept,  the  fields  well  tilled^  the  "  Jews  " 
have  been  paid  off.  the  cattle  are  well  fed,  and  the  human 
inhabitants  are  known  throughout  the  country  as  orderly, 
well-conducted,  industrious,  saving  and  thriving  folk. 
The  Lesson  to       From  all  these  instances,  and  more  which  are  on  re- 
be  <irawn.         cord— uo  doubt  they  might  be  matched  in  this  country  ; 
only  we  possess  no  co-operative  banks  to  bring  home 
the  lesson — it  seems  unmistakably  evident  that  institu- 
tions like  those  now  contemplated,  formed  to  assist  poor 
people  with  money  which  is  to  be  well  expended  and 
honestly  repaid,  must  not,  if  they  are  to  be  of  real  benefit 
to  the  borrower,  to  promote  useful  outlay,  and  thrift. 
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and  honesty,  come  to  him  like  little  Providences  from 
outside,  with  a  strange  face  and  a  condescending  air — 
Providences  whose  gifts  cost  him  nothing,  and  for  aught 
that  he  is  aware  of  may  cost  no  one  else  anything,  and 
may  be  repeated  ad  libitum — but  must  be  his  own  crea- 
tion, raised  up,  as  M.  Luzzatti,  the  founder  of  the  banche 
popolari,  puts  it,  "  by  a  heroic  levy  on  his  daily  wages." 
//  he  is  to  value  the  gift,  he  must  be  his  own  benefactor ; 
if  he  is  to  deal  scrupulously  with  it,  he  must  be  its  guar- 
dian.  The  rich  man's  dole,  coming  as  from  a  rich  man, 
is  held  in  comparatively  slight  estimation,  as  issuing  from 
a  full  purse  in  which  it  will  not  be  missed.  Hence  those 
ruinous  losses,  by  repeated  default,  in  the  French  philan- 
thropic funds  founded  by  the  State,  or  the  Emperor,  or 
the  Empress . 

Wherever,  on  the  other  hand,  the  lending  institution  The  Poor  Man 
has  been  the  borrower's  own  genuinely  popular  and  scrupu^us 
genuinely  co-operative  creation,  there  has  been  found  Repayer. 
to  be  no  more  regular  and  more  scrupulous  repayer  than 
the  small  man.  Even  the  French  Credit  Agricole,  which 
was  but  moderately  "  popular,"  has  not  lost  a  penny  by 
its  peasant  customers,  as  the  late  M.  Josseau  has  honour- 
ably testified.  The  debtor  who  wrecked  the  institution 
was  the  Khedive.  The  peasant  may  be  tardy  in  his  pay- 
ment, so  says  M.  Garreau  in  Les  Societes  Cooperatives  ; 
but  once  his  sense  of  responsibility  and  honour  is 
aroused,  he  is  sure  to  pay.  Similar  testimony  comes 
from  all  quarters.  In  Germany  we  have  Raiffeisen  bear- 
ing witness,  whose  banks  never  lost  a  penny  ;  in  Italy 
M.  Luzzatti  ;  in  Portugal  Senhor  Costa  Goodolphim.  In 
Italy,  in  the  casse  rurali,  ministering  to  the  poorest  of 
the  poor,  not  a  centesimo  has  been  lost.  Emigrants  send 
in  their  debts  from  America,  and  when  by  chance  a  man 
is  so  hopelessly  out  of  pocket,  through  things  going 
wrong,  that  he  really  cannot  repay,  his  fellows  with  a 
creditable  sense  of  class  honour  make  u£  the  amount. 
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SirR.  Morier's 

Cardinal 

Rules. 


"  Democra- 
tised Credit.' 


It  is  just  the  same  thing  in  America.  What  the 
"  People's  Banks  "  were  which  flourished  in  the  United 
States  before  the  Civil  War,  to  revive  in  later  time  prac- 
tically as  Building  and  Loan  Associations,  we  do  not 
quite  know.  There  is  no  precise  record  left  of  their 
operations.  Except  in  New  York,  where  they  were  made 
the  instrument  of  reckless  speculation,  they  did  well.  And 
evidently  they  dispensed  more  personal  credit  than  do 
their  modem  antitypes.  For  we  find  the  Commissioners 
appointed  by  the  United  States  Government  to  inquire 
into  their  practice  and  success  reporting  that  they  have 
"  demonstrated  beyond  doubt  that,  with  equal  prudence 
and  intelligence  on  the  part  of  the  lender,  loans  to  the 
industrious  and  economical  poor  are  as  safe  as  those 
made  to  any  class  whatever  of  the  rich ." 

By  what  methods  such  "  prudence  "  should  be  exer- 
cised Sir  Robert  Morier  has  very  accurately  pointed  out 
in  his  paper  already  referred  to.  He  mentions  as  the 
three  main  conditions  of  success,  the  pillars  upon  which 
the  credit  structure  must  rest,  the  following  : —  (i )  Maxi- 
mum of  responsibility  ;  (2)  minimum  of  risk  ;  (3) 
maximum  of  publicity.  Perhaps  the  elements  of  suc- 
cessful organisation  might  be  better  grouped  under  other 
headings,  but  in  substance  it  would  come  to  the  same 
thing.  However,  beneath  those  supporting  pillars,  ex- 
perience— ample  by  this  time,  alike  on  one  side  and  on 
the  other,  confirmatory  and  refuting — has  made  it  quite 
plain  that,  if  the  fabric  is  to  stand  and  to  show  itself 
equal  to  the  burden  placed  upon  it,  there  should  lie  a 
foundation  which  makes  the  structure  entirely  popular, 
familiar  to  those  who  are  to  use  it,  and  created  by  them- 
selves, a  thing  with  which  they  can  ideniify  themselves, 
therefore  co-operative,  and  in  the  best  sense  "  demo- 
cratic." "  Avec  les  banques  populaires,^*  so  said  the  late 
Ldon  d'Andrimont  explaining  the  fruitful  work  which 
he  has  accomplished  in  aid  of  the  poorer  classes  in  Bel- 
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^ium — "  le  credit  est  democratise .''  "  Capital,"  he  goes 
:>n,  "  which  was  previously  beyond  the  reach  of  workers, 
las  been  brought  close  up  to  their  doors."  Making  this 
principle  his  own,  Leon  Say  affirms  the  object  of  People's 
Banks  to  be — "la  democratisation  du  credit.'' 

That  hits  a  weak  point  in  our  economic  system.  We  In  England 
pride  ourselves,  on  both  sides  of  the  political  boundary  the  MonoVoly 
line,  upon  our  "popular"  institutions,  which  make  us,  of  the  Rich. 
IS  we  think,  the  most  "  democratic  "  nation  in  Europe. 
Nevertheless  in  respect  of  the  main  supports  of  the  two 
great  divisions  of  our  economic  fabric  we  are  distinctly 
mti -democratic.  As  the  basis  of  agriculture  we  have 
[and  laws  which,  for  good  or  for  evil,  are,  from  a  demo- 
cratic point  of  view,  much  behind  those  of  other  coun- 
tries .  And  as  the  basis  of  commerce  we  have  credit  still 
almost  the  monopoly  of  the  rich.  We  do  not,  accord- 
ingly, know  that  which,  thanks  to  their  People's  Banks, 
:he  Germans  and  Italians  have  well  learnt,  namely,  what 
m  ample  and  practically  inexhaustible  resource  of  pro- 
ductive power  there  lies  hidden  in  the  labour,  the  fru- 
gality, the  honesty  of  the  nation's  workers,  as  material 
for  what  M.  Luzzatti  calls  "  capitalisation  " — just  as 
people  who  have  not  seen  rivers  like  the  Danube  or  the 
Rhine  could  not  possibly  estimate  from  the  little  rills 
and  driblets  which  go  to  make  them  up  what  a  vast 
v^olume  of  water  may  be  collected  from  those  insignifi- 
cant sources.  It  is  the  object  of  the  founders  of 
"  People's  Banks  "  to  bring  those  scattered  streamlets 
together,  to  give  them  aim  and  force,  and  by  doing  so 
to  make  the  very  atoms  which  compose  them  more 
fruitful,  more  productive — by  the  sense  of  responsibility 
awakened,  the  principles  of  business  instilled,  the  know- 
ledge of  dealing  with  money  and  an  appreciation  of  its 
productive  power  diffused.  It  is  quite  true,  as  Dr.  John- 
son unkindly  reminded  Goldsmith,  that  it  takes  240  poor 
men's  pence  to  make  one  capitalist's  sovereign.  But  once 
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the  sovereign  is  so  put  together,  it  is  a  totally  different 
sovereign  from  that  taken  out  of  the  rich  man's  purse. 
It  has  behind  it  240  wills,  240  pairs  of  watchful  eyes, 
240  thinking  brains.  It  has,  so  to  speak,  become  an 
animate  sovereign,  with  prudence,  energy,  vigilance,  dif- 
fused through  all  its  parts.  Every  spring,  every  wire 
of  the  composite  machine  takes  a  personal  interest  in 
the  collective  doings,  watching  the  other  parts,  guard- 
ing against  loss  and  waste,  correcting  the  slightest  irre- 
"Aspirarea  gularity .  And  the  more  completely  the  distribution  is 
discendere."  carried  out,  the  lower  the  "  democratising  "  organism 
descends,  so  as  tc  gather  up  from  the  lowest  strata  all 
available  and  useful  elements,  the  more  fully,  so  we  see 
in  the  practical  application  of  the  principle  abroad,  does 
it  realise  its  beneficent  aim.  Not  without  reason,  accord- 
ingly, did  M.  Luzzatti  inscribe  upon  his  banner,  when 
he  started  on  what  proved  to  be  a  triumphal  progress  of 
economic  success,  the  apt  motto  :  Aspirare  a  discendere. 


CHAPTER    III 

THE     TWO    PROBLEMS 

It  may  be  well,  before  entering  into  a  detailed  ex-    The  Task  is 
planation  of  the  several  systems  of  co-operative  banking  "^^^'ofo^*^- 
which  it  is  proposed  here  to  discuss,  to  consider  briefly 
the  general  nature  of  the  task  to  be  dealt  with. 

Obviously  such  task  is  not  a  simple  one.  There  are 
more  problems  than  one  rolled  up  in  it .  I  speak  of  two . 
It  may  be  urged  that  there  are  more.  Employment,  sur- 
roundings, class,  locality,  all  these  things  necessarily 
impress  their  own  distinct  stamp  upon  the  organisation 
adopted.  And  there  are  a  variety  of  ulterior  objects 
which  People's  Banks  are  designed  to  serve,  often  quite 
as  important  as  the  primary  aim.  However,  for  prac- 
tical purposes  it  will  be  found  that  we  can  well  group 
all  the  objects  to  be  kept  in  view  under  two  great  heads. 

However  deserving  of  consideration  the  ulterior 
objects  just  alluded  to  may  in  themselves  be,  I  propose, 
for  practical  reasons,  to  leave  them  altogether  out  of 
account  here,  and  to  confine  myself  to  the  economic  side 
of  the  question. 

The  object  which  we  now  have  to  keep  in  view  is  the  Making  Credit 
main  object  for  which  co-operative  banks  are  likely  to  -Accessible. 
be  formed,  namely,  that  of  making  credit  accessible  on 
the    cheapest    possible    terms    to    those    to    whom    the 
road  to  credit  is  at  present  barred,  whatever  be  the  cause, 
whatever  also  be  their  occupation,  their  surroundings, 
their  position  in  life.    Now,  to  employ  a  Francogallicism,   Indispensable- 
whoever  says  "credit"  thereby  says  "security,"  because  security. 
without  adequate  security  there  can  be  no  legitimate 
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credit.  And  other  than  legitimate  credit  it  is  not  de- 
sirable that  there  should  be.  It  is  therefore  an  entire 
mistake  to  look,  as  unfortunately  not  a  few  among  us 
still  do,  on  a  purely  superficial  consideration  of  the 
subject,  to  money  as  the  prime  requisite.  Money  is 
always  to  be  had.  Money  abounds  in  the  world  and 
scents  out  opportunities  for  investment  as  a  fox  scents 
its  prey.  "  Money,"  so  the  late  Lord  Salisbury  truth- 
fully put  it  on  one  occasion,  "  is  so  plentiful  that  you 
can  hardly  get  money  for  it.  It  is  overflowing  in  the 
coffers  of  capitalists  and  the  bankers."  Money  will  be 
got,  once  you  provide  the  magnet  which  never  fails  to 
attract  it.     And  that  magnet  is  security. 

Now  we  are  in  our  assumption  dealing  with  a  public 
among  which  "  security,"  in  the  accepted  sense  of  the 
term,  is  likely  to  be  anything  but  plentiful.  Possessions 
of  some  kind  or  other  no  doubt  there  will  be.  There  is 
nobody  likely  to  be  found  utterly  destitute .  And  out  of 
such  small  possessions,  insignificant  as  they  may  appear, 
viewed  by  themselves — or,  more  probably  out  of  daily 
earnings — contributions  may  rightly  be  asked,  to  add, 
by  the  adjunction  of  ringing  cash,  to  the  security  already 
provided,  as  we  suppose.  At  the  outset,  however,  there 
may  be  only  very  little  of  such  ready  money  producible, 
not  nearly  enough  to  serve  as  security  for  the  loans  to  be 
raised.  Nevertheless,  there /s  security  present  ;  only  that 
security  is  present  only  in  scattered  driblets,  and  in  a 
shape  which  is  not  currently  accepted.  To  make  it  avail- 
able you  have  to  gather  your  driblets  together  and  put 
what  is  still  only  latent  into  a  visible  and  tangible  shape . 
Among  the  accepted  clients  of  ordinary  bankers'  or  capi- 
talists' credit  there  is  no  occasion  for  doing  this.  Thesfr 
men  have  their  substantial  pledges  to  offer — it  may  be 
specific  objects  of  value,  or  else  their  entire,  more  or 
less  known,  fortune.  Our  less  richly  endowed  people 
cannot  help  themselves  in  the  matter  except  by  clubbing 
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their  slender  resources  together  so  as  thereby  to  produce 
a  pledge  sufficient  to  tempt  the  capital  desired,  be  it  in 
the  shape  of  the  millionaire's  substantial  loan  or  in  that 
of  poor  men's  modest  deposits.  The  shape  in  which 
the  money  is  provided  is  immaterial.  However,  if  the 
desired  credit  is  to  be  got,  security — substantial,  real, 
and  seizable  security — there  must  be .  And  such  security 
must  of  course  be  as  fully,  or  all  but  as  fully,  secured  to 
the  person  who  contributes  to  its  creation  as  to  the  capi- 
talist whose  advance  or  deposit  is  invited.  In  truth  the 
enforcement  of  security  for  the  protection  of  the  giver  of 
money  or  liability  should,  like  charity,  begin  at  home. 

There  is  no  denying  the  existence  of  a  difficult^'  in  all 
this .  But  that  difficulty  has  been  got  over  by  what  may 
be  said  to  be  an  imitation  of  an  essential  feature  in  our 
national  banking  system.  In  our  banking  system  we 
make  things  easy,  while  keeping  them  businesslike,  by 
jtnaking  the  most  of  a  comparatively  small  quantity  of 
ringing  gold.  That  system  of  banking  has  been  pro- 
nounced to  be  the  most  perfect  which  to  the  greatest 
extent  economises  cash.  That  means  no  evasion  of  the 
principle«that  debts  should  be  paid  in  gold.  In  a  similar 
way  in  "  democratised  "  credit  we  make  the  most  of  whaf 
tangible  security  there  is,  in  order  to  diffuse  its  effect 
over  the  widest  possible  area.  Once  more,  there  is  no 
evasion  of  businesslike  principle  in  this.  That  means, 
of  course,  that,  just  as  in  our  dealing  with  cheques,  as  a 
substitute  for  gold — which  demands  additional  labour  in 
the  keeping  of  accounts — an  additional  element  of  per- 
sonal exertion  has  to  be  brought  in  to  eke  out  what  is 
wanting  in  tangible  security. 

The  matter  may  perhaps  be  best  illustrated  by  refer- 
ence to  a  long  accepted  Scottish  banking  practice  which 
has  undeniably  served  to  provide  easy  credit  in  a  most 
profitable  form  for  a  large  class  of  people  not  over -well 
endowed  with  bankable  security,  to  the  great  and  lasting 
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benefit  of  their  country — which  practice  may  in  truth  be 
looked  upon  as  the  first  germ  or  parent  of  co-operative 
Scotch  Cash  credit.  That  practice  is  "  cash  credit,''  which  has,  as  its 
eulogists  rightly  boast,  "  in  the  space  of  a  hundred  and 
fifty  years  raised  its  country  from  the  lowest  state  of 
barbarism  up  to  its  present  proud  position,-'  covering 
it  with  flourishing  farms,  and  filling  its  harbours  with 
well -freighted   vessels. 

Scotch  cash  credit — so  it  may  be  as  well  at  once  to 
point  out — is,  as  the  late  H .  Dunning  MacLeod  has  been 
careful  to  show,  not  altogether  the  same  thing  as  our 
English  overdrafts,  although  the  underlying  principle  is 
identical.  It  is  "reduced  to  a  much  more  regular  system, 
and  governed  by  its  own  methodical  rules  and  appro- 
priated to  certain  particular  purposes."  In  truth  it  has 
been  expanded  into  a  widely  extended  practice,  instead 
of  remaining — like  the  English  overdraft — reserved  only 
for  very  occasional  use,  as  a  comparatively  rare  infraction 
of  a  general  rule. 

The  fact  that  in  Scotch  cash  credit  we  have  to  deal 
with  a  current  account  opened,  whereas  co-operative 
credit  distinctly  began  with  specific  loans,  and  is  in  many 
cases  still  confined  to  such,  leaves  the  principle  un- 
touched . 

The  practice  of  Scotch  cash  credit  is  this,  that,  in  con- 
sideration of  security  given  by  bondsmen  approved  by 
the  bank,  the  latter  opens  a  current  account  to  a  person, 
who  draws  out  accordingly  within  the  limit  set  such 
sums  as  he  may  require,  paying  interest  only  on  the 
amount  actually  standing  to  his  debit .  That  means  that 
the  bank  in  any  case  has  its  good  and  sufiicient  security. 
The  guarantor  likewise  has  his — though  that  is  no  affair 
of  the  bank— as  the  following  description  of  the  system, 
taken  from  the  Report  of  the  Lords'  and  Commons' 
Committee  appointed  in  1826  to  inquire  into  the  "  State 
of  Circulation  of  Scotch  and  Irish  Notes  "  will  sliow. 
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There  is  one  part  of  this  system,"  so  this  Report 
says,  "  which  is  stated  by  all  witnesses  (and,  in  the 
opinion  of  the  Committee  is  very  justly  stated)  to  have 
had  the  best  effects  upon  the  people  of  Scotland,-  and 
particularly  upon  the  middle  and  poorer  classes  of 
society,  in  producing  and  encouraging  habits  of  fruga- 
lity and  industry.  The  practice  referred  to  is  that  of 
cash  credits.  .  .  .  From  the  facility  which  these  cash 
credits  give  to  all  the  small  transactions  of  the  country, 
and  from  the  opportunities  which  they  afford  to  persons 
who  begin  business  with  little  or  no  capital  but  their 
character,  to  employ  profitably  the  minutest  products  of 
their  industry,  it  cannot  be  doubted  that  the  most  im- 
portant advantages  are  derived  to  the  whole  com- 
munity." "  The  witnesses  whose  evidence  we  have 
quoted,"  so  the  Report  goes  on,  "  stated  that  they  calcu- 
lated that  the  number  of  persons  who  had  cash  credits 
granted  to  them  amounted  to  about  10,000  or  1 1,000, 
and,  as  the  average  number  of  securities  to  each  bond 
might  be  taken  at  three,  there  were  about  30,000  persons 
interested  as  securities  ;  so  that  the  total  number  of 
persons  at  that  period  interested  in  the  system  was  at 
least  40, 000 .  The  banks  were  then  supposed  to  be  under 
engagement  of  that  sort  to  the  amount  of  £6,000,000, 
of  which  about  two-thirds  were  drawn  out.  .  .  .  This 
system  has  a  great  effect  upon  the  moral  habits  of  the 
people,  because  those  who  are  securities  feel  an  interest 
in  watching  over  their  conduct  ;  and  if  they  find  that 
they  are  misconducting  themselves,  they  withdraw  the 
security."  "  The  practical  effect  of  which  is,"  so  says 
one  witness  quoted,  "  that  the  sureties  do  in  a  greater  or 
less  degree  keep  an  attentive  eye  upon  the  future  trans- 
actions and  character  of  the  person  for  whom  they  have 
thus  pledged  themselves  ;  and  it  is  perhaps  difficult 
for  those  who  are  not  intimately  acquainted  with  it 
to   conceive   the   moral   check   which   is   afforded  upon 
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the  conduct  of  the  members  of  a  great  trading  com- 
munity, who  are  thus  directly  interested  in  the  in- 
tegrity, prudence,  and  success  of  each  other.  It  rarely, 
indeed,  if  ever,  happens  that  banks  suffer  loss  by  small 
cash  accounts." 

In  this  way  the  guarantors'  tangible  security  is  safely 
and  very  advantageously  made  to  cover  the  cases  of  those 
of  their  friends  who  have  no  such  security  to  offer,  but 
over  whom  their  bondsmen  exercise  sufficient  control  to 
be  able  to  hold  them  to  their  duty.  Without  control 
of  this  sort,  of  course,  they  could  not  be  reasonably 
asked  to  give  the  guarantee . 

"  This  system/-'  says  the  Report  already  quoted,  "  has 
a  great  effect  upon  the  moral  habits  of  the  people,  be- 
cause those  who  are  securities  feel  an  interest  in  watch- 
ing over  their  conduct  ;  and  if  they  find  that  they  are 
misconducting  themselves,  they  become  apprehensive  of 
being  brought  into  risk  and  loss  from  having  become 
their  sureties  ;  and  if  they  find  they  are  so  misconducting 
themselves,  they  withdraw  the  security.-'  It  is  the  link- 
ing together  of  close  local  and  personal  knowledge, 
which  can  discriminate  between  good  cases  and  bad,  de- 
serving borrowers  and  undeserving,  the  joining  of  in- 
terest, of  responsibility  entered  into,  with  the  power  of 
enforcing  responsibility  in  others,  which  supply  back- 
bone to  the  system.  There  must  be  touch,  power  of 
control,  knowledge  of  members  among  one  another,  and 
a  common  interest,  which  carries  the  security  of  the 
pledge  given  far  beyond  what  a  writ  or  a  summons 
could  do. 

The  method  therefore  to  be  sought  in  our  case  as  a 

solution  of  our  problem  is  to  construct  such  relations 

between  possible  guarantors  and  possible  borrowers  as 

will  suffice  for  the  purpose  in  view. 

Co-o|)cr.-itive  At  this  point  the  case  of  co-operative  banks  ceases 

B^^oncf°"       to  be  on  all  fours  with  that  of  cash  credit.    For,  in  com- 
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parison  with  the  former,  cash  credit  is  a  decidedly  capi- 
talist, and  therefore  narrowly  restricted,  practice.  It  has 
done  great  things  for  Scotland— which  is  a  promise  a 
fortiori  for  even  more  extended  good  on  a  humbler,  but 
at  the  same  time  much  wider,  and  in  truth,  by  reason  of 
its  popular  character,  a  far  more  richly  fruit-bearing, 
soil.  Cash  credit  deals  with  sums  which  never  in  any 
case,  I  believe,  are  known  to  descend  below  £50,  rarely 
below  £200,  and  which  run  up  to  £2,000  and  £5,000. 
For  co-operative  credit,  with  its  much  wider  ramifica- 
tions, and  its  subdivision  into  a  mass  of  very  modest 
amounts,  the  simple  apparatus  employed  for  cash  credit 
would  be  altogether  inadequate.  Among  such  a  mass 
of  petty  business  an  ordinary  banker  being  called  upon 
to  deal  with  it  would  become  bewildered  to  the  point 
of  feeling  utterly  at  sea.  There  must  be  something 
larger,  more  subdivided,  with  a  Briarean  equipment  of 
hands.  However,  the  root  principle  of  the  safeguard 
established  remains  the  same. 

The  link  established  to  meet  the  case  of  co-operative 
credit  is  that  of  a  considerably  larger  number  of  guar- 
antors, many  of  whom  naturally  will  be  less  substantial 
than  under  cash  credit,  held  together  in  a  common  bond, 
and  placed  as  a  safeguard  between  the  original  borrower 
and  the  ultimate  lender,  securing  themselves  as  against 
the  former  in  precisely  the  same  way  that  the  Scotch 
banks  secure  themselves  against  the  opener  of  a  cash 
credit,  and  answering  the  latter  collectively  with  their 
joint  security  rendered  adequate  by  numbers  and  by  the 
impressment  of  personal  supervision  of  a  searching 
character. 

We  shall  have  to  realise,  in  this  connection,  that,  in 
either  of  the  two  typical  cases  now  to  be  dealt  with,  the 
institution  providing  credit  to  the  humble  borrower  will 
have  to  be  brought  very  near  to  the  latter's  door — near 
in  varying  degrees,  but  in  any  case  near  enough  to  make 
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resort  to  it  practicable  without  a  severe  tax  upon  his 
person.  The  sums  to  be  dealt  out  will  not  bear  a  heavy 
sacrifice  of  time  or  travelling.  To  the  borrower  time 
and  trouble  are  likely  to  mean  money.  Also  remote- 
ness of  the  lending  institution  is  likely  to  mean  the  open- 
ing of  a  most  convenient  door  for  abuse,  and  equally 
so  for  usury  in  a  connection  in  which  abuse  ought  to  be 
strenuously  guarded  against  and  usury  to  be  combated . 
In  Leon  Say's  words, /V/S///T  ne  pent  etre  combafiue  que 
de  pres. 

Next,  it  will  have  to  be  borne  in  mind  that,  in  addi- 
tion to  the  clubbing  together  of  material  resources — 
which  are  not  in  any  case  likely  to  be  sufficient  for  the 
purpose — there  will,  as  already  intimated,  certainly  have 
to  be  an  inter -connection  of  liability  among  members — 
which  is  what  Sir  R.  Morier  meant  by  his  postulate  of  a 
"  maximum  of  responsibility" — whether  such  inter-con- 
nection extend  to  financial  liability  in  the  literal  sense  of 
the  term,  or  whether  it  be  limited  to  common  but  direct 
responsibility  for  good  management,  the  presence  of 
which,  being  made  known  by  the  "  publicity,"  likewise 
postulated,  immensely  increases  the  security  which  a 
credit  institution  is  allowed  to  avail  itself  of  without  any 
addition    to    its    capital. 

Still  standing  upon  conmion  ground,  it  will  further- 
more have  to  be  insisted  upon  that  business  shpuld  be 
conducted  only  on  genuinely  businesslike  lines.  It  is  the 
sense  of  responsibility  awakened,  as  Sir  Robert  Morier 
has  rightly  urged,  which  constitutes  the  pillar  of  secu- 
rity. And  every  weakening  of  such  sense  of  responsi- 
bility is  sure  to  detract  from  the  security  given,  if  not 
at  once,  certainly  in  the  long  run. 
The  Mischief  As  already  observed,  the  work  to  be  accomplished, 
of  Chanty.  ^|^^  raising  up  of  a  system  of  credit  without  fairly  con- 
siderable capital,  involves  difficulties.  There  is,  as  all 
organisers  of  co-operative  credit  from  Schulzc-Dolitzsch 
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and  Raiffeisen  downward  have  experienced,  rough 
ground  to  be  got  over,  across  which  it  is  not  unnatural 
that  ardent  co-operators  should  wish,  if  possible,  to  dis- 
cover a  short  cut.  So  they  have  devised  methods  of 
charitable  assistance  ;  or  else  they  have  impressed  the 
aid  of  moneyed  people— people  not  likely  to  require  the 
services  of  the  bank  for  themselves— as  ready  providers 
of  cash,  admitting  them  by  some  preferential  title.  All 
this  is  bound  to  denaturalise  the  institution  which  it  is 
intended  to  benefit,  and  so  to  work  harm  instead  of  good. 
For  charity,  Avhich  weakens  instead  of  strengthening 
moral  fibre  and  the  sense  of  responsibility,  there  cannot, 
on  any  consideration,  be  a  place  allowed  in  the  organisa- 
tion of  a  co-operative  bank.  It  teaches  men  to  look  for 
help  to  doles  rather  than  to  their  own  effort.  The  sepa- 
ration in  the  society  of  capitalists'  interests  from  bor- 
rowers' is  bound  to  prove  even  more  hurtful,  with  what- 
ever kindly  motives  the  process  may  be  begun.  While 
those  motives  last  they  mean,  as  in  the  first  case,  charity. 
However,  no  one  can  guarantee  that  they  will  continue 
for  ever.  And  as  soon  as  they  cease  to  prevail, 
the  distinct  position  assigned  to  capital,  more  espe- 
cially if  there  be  preferential  rights  coupled  with 
it,  must  mean  creating  two  interests  within  the 
society  when  there  should,  and  consistently  with 
good  practice  can,  be  only  one— viz.,  the  potential 
borrower's— setting  the  interest  of  the  lender,  who 
always  is  the  stronger,  against  that  of  the  bor- 
rower, who  invariably  is  the  weaker,  that  is,  creating 
within  the  bank  the  very  state  of  things  which  the  bank 
was  formed  to  remedy.  The  cause  of  misdirected 
attempts  to  form  co-operative  banks— of  which  there 
have  been  not  a  few— is  that  people  want  to  win  their 
cake  without  climbing  or  running  for  it.  They  would 
perform  the  pilgrimage,  but  the  peas  in  their  shoes  must 
be  boiled.      The  consequence  is  that  they  walk  to  rui 
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purpose  ;  for  there  is  no  pardon  for  walking  on  boiled 
peas.  Ardua  quae  pulchra .  There  must  be  an  expendi- 
ture of  effort,  a  struggle  against  winds  above  and  rocks 
below,  in  order  that  there  may  be  a  firm  root  to  the  tree. 
The  early  struggles  tell  whether  the  bank  is  wanted  in 
its  place  and  whether  the  people  who  compose  it  are 
capable  of  working  it  ;  they  teach  members,  as  nothing 
else  will,  how  to  avoid  risk  and  to  study  security.  They 
create  security,  which  means  an  abiding  command  of 
money.  There  is  plenty  of  legitimate  scope  in  a  co- 
operative bank  for  assistance  from  moneyed  people. 
But  it  is  essential  for  the  success  of  the  bank  that  such 
people  should  take  their  places  within  it  along  with  the 
other  members,  on  precisely  equal  terms .  There  is  ample 
protection  for  their  money  possible  on  such  lines.  But 
there  cannot  be  two  interests. 

Up  to  this  point  our  two  problems  have  marched  on 
common  lines. 
Tw'O  Systems  The  division  between  them  begins  when  we  come  to  a 
marked  difi'erence  of  circumstances  prevailing  in  two  dis- 
tinct quarters,  between  which  it  is  not  difficult  to  dis- 
criminate. It  is  those  circumstances  which  determine 
the  division — not,  as  is  sometimes  assumed,  a  distinction 
of  callings.  By  an  easy,  but  altogether  misplaced  sub- 
stitution of  the  word  "  agricultural  "  for  "  rural  "  an 
attempt  has  been  made  to  convert  what  was  intended  as 
a  help  for  struggling  humanity  generally  into  an  aggres- 
sive weapon  wherewith  to  fight  for  the  specific  interests 
of  a  distinct  calling,  to  the  detriment  of  other  callings. 
Unfortunately  such  attempt  has  in  more  instances  than 
one  proved  successful.  Co-operation  has  thereby  be- 
come the  loser  without  agriculture  really  becoming  the 
gainer .  For  the  temporary  benefit  which  certain  persons 
of  the  larger  order  of  agriculturists  have  secured  has 
only  made  their  calling  generally  worse  quafificd  for 
battling,   in   the    future,    with    adverse   circumstances — 
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whereas  the  object  of  true  co-operation  is  to  fit  people 
the  better  for  such  eflfort.     The  most  conclusive  proof 
that  it  is  not  the  calling  of  agriculture,  but  the  peculiarly 
helpless  condition  of  the  poorer  classes  inhabiting  coun- 
try districts  which  calls  for  distinct  treatment,  is  that 
all    those    who    really    constitute    "  agriculture  "—that 
is,  the  men  practising  it  as  a  calling,  not  simply  culti- 
vating a  petty  plot  because  they  have  to  live  in  the 
country  and    must    have    potatoes    and    vegetables    to 
nourish  themselves  with— as  a  matter  of  necessity  fall 
back  upon  that  particular  form  of  co-operative  credit 
which  is  frequently,  but  not  by  any  means  rightly,  iden- 
tified with  urban  surroundings.     So  it  is  in  Italy,  where 
the  larger  farmers  practise  the  Luzzatti  system  ;    so  in 
Germany,  where  the  Schulze-Delitzsch  system  renders 
most  substantial  services  to  the  higher  walks  of  agri- 
culture ;    so,  once  more,  in  Germany,  among  the  pecu- 
liarly  agrarian    societies    grouped    together    under   the 
leadership  of  Herr  Haas,  which  from  year  to  year  move 
j further    away    from    the    Raiffeisen    principle,  of    "no 
shares  "—and  nearer  to  the  Schulze-Delitzsch  ideal  of 
large  shares,  mounting  up  to  £25  and  even  £50.     The 
calling  of  agriculture  does  make  certain  distinct  demands 
upon  credit,  as  we  shall  see.     However,  all  these  are 
perfectly  reconcilable  with  the  more  commercial  system 
of  co-operative  banking,  so  far  as  they  are  not  compli- 
cated with  adventitious  features  of  poverty  and  isolation. 
In  respect  of  a  recognition  of  "  classes  "  or  "  occu- 
pations "  the  interest  of  co-operative  banks  is  all  the 
other  way,   not  in  the  direction  of  separating,  but  of 
blending.     The  more  various  occupations  or  interests 
enter   into    its    composition,    the    more   will   periodical 
demand  in  one  interest  dovetail  into  periodical  supply 
in  the  other,  the  more  strongly  will  the  component  parts 
accordingly   be   bound   together,    the    broader    will   be 
the  basis. 


I)ivtri:cnce. 
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The  distinction  which  has  to  be  made  is  of  a  different 
description  altogether. 
The  Tuintof  There  are,  on  the  one  hand,  more  or  less  dense  popu- 

lations to  be  ministered  to,  or  populations  with  a  dense 
nucleus  and  outliers  sufficiently  answering  the  charac- 
teristics of  a  dense  population  to  admit  of  being  dealt 
'with  as  such.     Such  outliers  I  take  to  include  fairly  sub- 
stantial agriculturists  of  recognised  position.    There  are, 
on  the  other  hand,  the  sparse  populations  of  the  ordinary 
rural  parish,  and,  it  may  be,  some  small  towns  or  suburbs, 
embracing  too  few  to  give  to  a  bank  the  same  prima 
facie  financial  strength,  and  at  the  same  time  less  quali- 
fied,  it  would  seem,  for  engaging  even  in  elementary 
banking  business.     It  will  be  seen  that,  although,  as  a 
rule,    greatly  wanting    in   commercial   education,   those 
sparse  populations  provide  elements  of  strength  which 
stand    for    very    much    indeed    in    the    solution   of   the 
problem  of  co-operative  credit — on  distinctive,  but  very 
safe  lines .    Generally  speaking,  in  the  former  class,  there 
will  be,  if  not  actually  greater  wealth,  at  any  rate  more 
available  money — whether  it  be  of  a  small  capital  already 
realised  or  of  regular  earnings — facilitating  cash  trans- 
actions, even  though  on  the  top  of  it  credit  may  still  be 
needed.    In  this  class  of  banks  the  number  of  members 
is  likely  to  be  fairly  large,  if  not  at  the  outset,  at  any 
rate  not  long  after  the  bank  has  got  into  working  order. 
But  there  is  likely  to  be  comparatively  little  touch  among 
units.      The    clientele    will   be   a   comparatively    large, 
money-earning  population,  possessed  at  any  rate  of  some 
rudimentary  knowledge  of  business,  but  shifting  and  un- 
stable, on  the  individual  member  of  which,  accordingly, 
it  may  be  difficult  to  establish  a  very  firm  hold.     .\mid 
such  surroundings  needs  may  be  large  or  small,  but  they 
will  generally  be  for  brief  periods  and  for  industrial  or 
domestic  purposes  only.     There  may  be  material  to  be 
purchased  for  the  workshop,  or  furniture  for  the  house, 


THE   TWO   PROBLEMS.  43 

or  else  money  wanted  for  wholesale  purchase  of  food- 
stuffs to  save  expense,  or  for  some  little  building  job,  or 
else  cash  to  enable  the  borrower  to  tide  over  the  time 
till  he  can  dispose  of  his  produce  without  falling  into 
the  hands  of  "  sweaters,"  or,  it  may  be,  money,  to  get 
him  out  of  the  usurer's  clutches. 

In  the  other  case  the  population  will  be  fixed,  but 
sparse.  The  banks  will  have  to  be  small,  sometimes 
very  modest  indeed .  Most  members  are  likely  to  prove 
uninstructed  in  matters  of  business.  They  are  pretty 
sure  to  be  short  of  money .  They  may  be  genuinely  poor . 
They  may  hold  their  small  wealth  wholly  in  an  uncoined 
shape,  or  labour  for  wages  in  kind  .  They  will  want  their 
loans  generally  for  a  long  term,  because,  if  independent, 
they  turn  over  their  money  slowly — there  is  only  one 
harvest  in  the  year  ;  if  wage-earning,  their  earnings  will 
be  scanty,  and  it  will  take  a  long  time  to  make  up  the 
sum.  It  does  not  matter,  in  this  respect,  whether  they 
are  agricultural  cultivators  or  village  traders.  For  the 
village  trader  has  to  adapt  himself  to  the  needs  of  his 
customers,  who  are  necessarily  tardy  payers.  But  such 
clientele  will  have  this  advantage,  that  touch  among 
them,  knowledge  of  one  another,  checking  and  control- 
ling one  another,  are  really  very  easy  and  may  be  relied 
upon,  and  that  generally  they  make  a  dependable  class 
of  persons   to   deal   with. 

The  specific  characteristics  of  the  two  classes  clearly 
determine  the  methods  which  should  be  applied  to 
answer  their  several  cases. 

In  the  former  class,  where  you  have  both  numbers   Characteristic 
and  a  comparative  command  of  money,  moreover  pre-  Requirements 

111  1  r  .  .  ,  •'  in  Dense 

sumably  a  large  volume  of  transactions,  a  rapid  turnover  Populations. 
of  money,  and  some  familiarity  with  business,  you  will 
be  able  to  rely  upon  such  factors  in  your  organisation. 
However  you  limit  or  fail  to  limit  liability,  you  will  have 
to  make  a  prominent  feature  of  your  "  small  capital  of 


44  PEOPLE'S   BANKS. 

guarantee" — a  share  capital,  that  is,  paid  up  and  serving 
as  a  guarantee  to  those  whose  credit  you  ask — and  base 
your  system  mainly  upon  it.  You  will  want  to  adopt 
commercial  methods  of  banking,  secure  skilled  manage- 
ment, which  you  will  generally  be  able  to  command 
without  difficulty,  but  which  you  will  have  to  remune- 
rate, to  whatever  extent  you  may  supplement  salaried 
services  by  gratuitous  supervision.  -You  will  rely  morje 
directly  upon  your  directors  than  upon  the  shareholders, 
who  are  too  many  in  number,  and  too  loose  in  texture  as  a 
mass,  to  be  able  to  control  the  business  effectively,  much 
more  to  carry  it  on.  Though  not  ignoring  employment 
of  the  loan,  you  will  look  more  to  the  man  than  to  his 
promise  how  he  means  to  lay  out  his  money .  You  could 
not  effectually  control  the  latter.  Therefore  you  will 
have  to  make  all  the  more  sure  that  you  have  a  solvent 
and  trustworthy  borrower  to  deal  with,  and  place  your 
reliance  in  a  very  great  measure  upon  the  sureties  who 
pledge  themselves  for  him.  And  since  you  can  do  that, 
it  becomes  a  matter  of  less  importance,  though  still  of 
importance,  how  you  select  your  members.  Mere  elec- 
tion does  not  involve  any  direct  risk.  Moreover,  you 
may,  for  the  sake  of  earning  the  management  expenses 
which  you  must  meet,  have  to  do  business  on  some  lines 
or  other  with  non -members,  although  that  is  really  a 
questionable  practice.  Still  a  bank,  to  live,  must  do 
work. 
In  Sparse.  None  of  all    this  would  do  for  a  constituency   of  the 

second  sort.  There  you  cannot  rely  to  any  extent  upon 
the  petty  contributions  of  money  which  the  few  men 
whom  you  enlist  can  bring  to  your  till,  even  though  there 
be  plenty  of  money's  worth  at  their  back.  You  must 
base  your  system  more  or  less  upon  liability,  the  value  of 
which  you  are  in  a  position  to  estimate  with  some  accu- 
racy, and  which  you  must  study  to  render  more  effective 
by  a  very  careful  selection  of  members.     Your  man  must 
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be  absolutely  trustworthy.  Your  transactions  are  likely 
to  be  comparatively  few  and  small.  Loans  will  be  de- 
manded for  long  terms  ;  the  turnover  will  be  slight.  The 
margin  between  incomings  and  outgoings  will  be  insig- 
nificant. You  will  have  to  cut  down  expenses  to  the 
utmost,  and  make  gratuitous  services  the  rule  ;  you  can 
the  better  do  this  since  the  call  made  upon  your  officers 
is  not  likely  to  be  exacting.  You  cannot  adopt  commer- 
cial methods,  which  your  clients  will  not  understand. 
But  you  have  all  your  members  well  under  your  eye. 
You  can  control  every  one  of  them,  and  make  them 
control  one  another.  You  can  interest  the  mass  of  your 
members  even  in  the  petty  affairs  of  the  bank,  and  so 
make  your  machinery  more  effective  by  arming  it,  to 
repeat  my  earlier  simile,  with  watching  eyes  and  check- 
ing hands  at  every  point.  You  can  effectively  check 
your  clients'  employment  of  their  loans.  You  can  bring 
class  feeling  and  local  feeling,  and  moral  and  social  in- 
fluences to  bear.  Therefore,  if  you  have  to  be  very  care- 
ful in  the  selection  of  your  members,  you  may  also  stoop 
very  much  lower  in  the  social  scale,  and  admit  even  very 
poor  persons,  so  long  as  you  can  make  tolerably  sure 
that  they  are  honest.  Business  with  outsiders  becomes 
an  impossibility.  Finally,  resting  your  system  mainly 
on  liability,  you  must  apply  yourself  to  strengthening 
your  available  capital  by  carefully  raising  up  a  reserve 
fund,  which  you  can  scarcely  make  too  strong. 

So  stated,  the  two  cases  appear— to  me,  at  any  rate—  The  two  kinds 
full)  to  explain  themselves,  and  there  seems  no  room  for  °f  ^redii  are 

■I  ■      T  .  not  antagonis- 

even  theoretical  antagonism  in  their  respect.  The  two  tic,  but  com- 
methods  are  not  rivals.  Each  directly  supplements  the  P'^"'^"^^'^^- 
other.  And,  indeed,  each  seems  incomplete  without  the 
other.  It  is  satisfactory  to  think  that,  after  long  need- 
less hostility  between  the  advocates  of  the  two,  the 
view  to  which  I  am  giving  expression  is  coming  to 
be  more  and  more  generally  accepted,  and  on  this  score 
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peace  between  traditional  rivals  seems  at  length  well 
within  sight.  Indeed,  at  some  not  unimportant  points 
it  has  already  been  established.  In  Italy  M.  Luzzatti 
has  whole-heartedly  given  his  support  to  the  Raiffeisen 
Union  formed  under  Dr.  Wollemborg,  and  actually  pre- 
sides over  it.  In  Austria  the  Schulze  Union  has  accepted 
Raiffeisen  societies  as  members.  In  Austria  likewise, 
among  the  Slav  races,  composite  unions  of  followers 
of  Schulze  and  of  Raiffeisen  are  to  be  met  with.  Such 
entente  can  scarcely  fail  to  go  on  spreading.  In  what 
precise  manner  the  two  methods  are  practically  applied 
in  different  countries  and  localities  I  shall  endeavour 
to  explain  in  subsequent  chapters. 


CHAPTER   IV 

THE    TWO    ASPECTS    OF    THE    QUESTION 

As  in  co-operative  banking  there  are  two  problems,   'Mutualism 
so  there  may  be  said  to  be  also  two  aspects,  two  distinct   ^""^  "P°"„ 
points   of  view,  under  which  the  question  may  be  re-   °P'^''''^°°' 
garded.     That  is  a  feature  which  co-operative  banking 
shares  with  every  form  of  co-operation,  in  which,  as  a 
matter  of  course,  a  high  humanitarian  motive  is  bound 
up  closely  with  calculating  self-interest. 

You  may  co-operate  merely  to  help  yourself,  to  secure, 
by  combination  with  others,  support  intended  to  procure 
for  you  personally  an  advantage,  an  equivalent  direct 
return  for  that  which  you  put  into  the  common  concern. 
Or  else  you  may  co-operate  to  help,  yourself  indeed,  but 
at  the  same  time  also  to  help  others,  or  by  your  support 
to  place  them  in  a  position  to  help  themselves .  You  may 
take  your  choice  between  these  two  principles.  They 
are  both  legitimate,  and  both  have  been  found  to  produce 
useful  results.  According  as  you  select  the  one  or  the 
other  you  will  impart  a  different  hue  to  your  enterprise. 
We  have  specimens  of  co-operative  work  of  either 
species  in  this  country— co-operative  associations  which 
measure  their  success  by  the  direct  benefit  obtained,  as 
in  a  joint -stock  company,  and  study  above  all  things  big 
profits  ;  and  co-operative  associations  which,  remaining 
true  to  the  aim  which  the  early  Rochdale  Pioneers  kept 
in  view,  regard  immediate  profits  only  as  a  means  to  an 
end,  only  as  supplying  the  wherewithal  to  pursue  loftier 
objects,  and  study  above  all  things  to  provide  steady 
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employment,    greater    independence,    and    generally    a 
better   position   to   the   classes   whose   cause   they  have 

taken  up. 

The  latter  principle  is,  I  believe,  the  most  likely  to 
recommend  itself  to  generous  jninds .     It  seems  to  take  a 
broader  view  of  its  object,  and  to  aim  at  higher  ends. 
There  is,  moreover,  by  the  light  of  experience,  this  to 
be  said  in  its  favour,  that  its  success  rarely  fails  to  in- 
clude, like  the  divine  response  to  Solomon's  choice  of  a 
blessing,   the  narrower,   more   material   gain  which  at 
iirst  blush  it  may  seem  to  spurn,  or  at  any  rate  not  seri- 
ously to  desire.     Certainly,  also,  it  is  better  calculated  to 
generate  a  feeling  of  satisfaction,  and  a  propagandist 
zeal  and  enthusiasm  in  its  adherents. 
Advantages  of        However,  let  us  not  despise  the  former  principle.     It 
purely  Econo-  jg  j^^j-e  prosaic  ;   it  appears  less  generous .     But  it  is  the 
mic  Co-opera-  pj.jj^^.pjg  ^j^-^j^  is  ^est  understood  and  recognised.   And 
for    economic    purposes    it    has    this    advantage,    that 
it   may  be  absolutely  depended  upon.     A  mere  sense 
of  duty  may  lose  its  impelling  force  when  that  duty 
begins  to   grow  irksome.    Once  you  make  it  a  man's 

,,_.._^ distinct  interest  to  do  a  thing,  you  may  depend  upon 

mere'senseof    -^   ^|^^^   ^^    -^   |-^e   ^^^    jf  to   do    it   be   to   him   at   all 
^"'■"  i)Ossible.      Nor    should    we    overlook    the    useful    fact 

to  which  both  M.  Minghetti  and  the  late  Lord 
Goschen  have  called  attention,  that  good  economy 
of  this  sort  is  of  itself  apt  to  produce  also  good 
morals.  We  have  ere  now  heard  it  said  that  the  most 
effective  propagators  of  European  civilisation  in  uncivi- 
lised countries  are,  not  our  missionaries,  but  our  traders. 
I  do  not  pretend  to  affirm  that  this  is  entirely  correct. 
But  it  may  certainly  be  said  that  under  the  training  of 
good  co-operation,  and  more  particularly  co-operative 
hanking,  sound  economy,  business  habits,  mechanical 
training  to  commercial  honesty,  have  been  found  to  act 
us  admirable  moral  educators.     When  you  are  dealing 


tion. 


Interest 
stronger  than 
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with  the  poor^  or  the  comparatively  poor,  the  mere  pro- 
viding of  means  for  better  education,  for  the  acquire- 
ment of  greater  comfort  and  a  better  social  position — 
which,  once  secured,  are  sure  to  be  valued — is  bound  to 
tend  in  this  direction.  But  there  is  considerably  more 
educational  power  in  good  co-operative  banking. 

Now  let  us  consider  how  the  two  principles  may  seve-   How  this 
rallv  affect  our  problem  in  hand .    There  are  leaders  in  the  ^p^^^^  ^°. 

'■  Co-operative 

co-operative  movement,  founders  of  co-operative  bank-  Banking. 
ing  systems,  who  look  upon  co-operation  merely  as  an 
economic  junction  of  forces,  the  binding  together  of  so 
many  sticks  to  a  bundle.  They  are  strong  in  their  pro- 
testations of  the  necessity  of  pure  self-help,  by  which 
they  mean  self-help  for  individual  gain,  the  self-help  in 
which  not  a  group  of  weak  and  strong  unite  to  help 
themselves  and  help  one  another,  but  in  which  every 
person  studies  his  own  interest.  In  this  aspect  co-opera- 
tion is  nothing  but  combination  resorted  to  for  egotis- 
tical ends.  Under  this  principle  very  much  is  made  of 
individual  effort.  Every  gain  secured  is  to  be  entirely 
earned.  But  the  effort  made  is  to  benefit  the  particular- 
person.  There  is  to  be  a  strict  debtor  and  creditor 
account  between  the  association  and  its  member.  The 
gains  from  self-denial  are  to  be  carried  rigorously  to  the 
personal  account  of  the  self-denying  one.  Whoever  is 
too  poor  to  contribute  his  quota  in  money  is  roughly 
bidden  to  remain  outside  in  the  cold  till  he  has  collected 
enough  to  enable  him  to  take  up  a  share.  There  must 
be  no  common  fund  created,  to  his  proper  portion  of 
which  each  individual  has  not  a  distinct  and  indefeasible 
right,  and  from  which  each  individual  is  not  free  upon 
due  notice  to  withdraw  his  own  portion.  We  often 
regard  this  kind  of  co-operation  as  pure  joint-stock 
trading.  Perhaps  it  is  no  more.  But  it  secures  very 
serviceable  results .  Generally  speaking,  the  largest  and 
strongest    co-operative    banks    which    exist    have    been 

P.B.  E 
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"  L' esprit  de 
lucre  domine 


It  is  neverthe- 
less aseful. 


raised  up  upon  this  egotistical,  purely  calculating,  self- 
seeking  system. 

Some  years  ago  I  was  conversing  with  the  manager 
of  a  bank  of  this  type  in  the  south  of  France  about  his 

own  establishment.     M.  G had  little  to  say  in  its 

praise,  from  a  co-operative  point  of  view  ;  for  as  a  busi- 
ness establishment  it  is  sound  enough.  "  There  is  no 
co-operation  in  it.  It  is  a  bank  '  like  other  banks.* 
L' esprit  de  lucre  domine  tout.''  There  are  no  gratuitous 
services,  no  loans  of  honour  to  the  poor,  there  is  no 
limitation  of  dividend,  no  study  of  high  aims.  Members 
pay  in  their  money,  it  may  be  franc  by  franc,  and  for  so 
many  francs  they  purchase  such-and-such  advantages, 
among  which  they  are  taught  to  expect,  as  gauge  of  all, 
a  decent  dividend.  Surely  this  is  a  picture  without  any 
attractiveness  about  it.  And  this  particular  bank,  I  may 
add,  is  not  looked  upon  by  ofticers  of  the  best  of  its 
sister  establishments  as  a  peculiarly  commendable 
specimen  of  its  type.  "  But  have  you  not  made 
credit  accessible  to  small  folk,  to  whom  formerly  it 
was  inaccessible  ?  "  I  asked.  "  Oh,  yes,  certainly." 
"  Have  you  not  popularised,  democratised,  decentra- 
lised credit  ?  Have  you  not  taught  people  to  bank,  to 
place  their  money  on  deposit  and  draw  it  out  when  they 
need  it?  Have  you  not  taught  many  small  folk  busi- 
ness habits?  "  "  Oh,  decidedly,  we  have."  "  Do  you 
not  lend  money  to  people  who  even  now  cannot  go  to 
other  banks,  say,  to  working  men?"  "Oh,  yes,  dis- 
tinctly we  do.  Why,  there  was  a  cabinet-maker  here 
only  to-day  who  works  for  a  firm.  Formerly  he  was  in 
abject  dependence  on  that  firm.  Now  he  comes  here 
whenever  he  is  short  of  money,  to  hold  over  his  goods, 
it  may  be,  or  to  buy  material,  or  for  household  pur- 
poses.    We  have  many  such." 

Are  not  all  these  distinctly  useful  services  ?     Is  not 
the  country  the  richer,  the  happier,  the  better  endowed 
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with  producing  power,  for  them?  And  are  not  the 
bank's  own  members  the  better,  the  more  independent, 
the  better  qualified  for  self-respect?  Unquestionably 
banks  of  this  class,  which  will  neither  give  nor  take 
anything  for  nothing,  which  scrutinise  their  member- 
customers  with  a  keen,  selfish,  discerning  eye,  which 
think  nothing  of  educating,  of  helping,  of  elevating  the 
poor,  which  apply  only  the  hard,  cold  principle  of 
purely  economic  co-operation,  have  rendered  perfectly 
inestimable  services  to  the  small  trading  classes,  to 
agriculturists,  to  the  working  population  of  their  coun- 
tries, and  have  strengthened  the  social  fabric  of  their 
nations  just  where  strength  was  most  needed  and  tells 
to  best  effect. 

But  now  let  us  turn  to  the  other  aspect  of  the  ques-   Altruistic 
tion.    There  are  persons,  as  everybody  knows,  who  are  Co-operation, 
not  in  a  position  to  take  their  place  in  the  former  kind 
of  co-operation,  who  have  not  the  means  to  take  up  a 
share,  or  at  any  rate  to  pay  for  it  in  cash,  to  remunerate 
directors  and  secretaries,  and  allow  a  handsome  reward 
to  capital .    Are  these  people  to  be  left  altogether  without 
help?    It  is  they  who  need  it  most.    And  it  is  they  for 
whom  co-operation  was  really  intended,  because  only  by 
co-operation  can  they  mend  their  lot.    Is  it  "  co-opera- 
tive "  to  tell  them,  as  advocates  of  the  first  principle 
have  done,  that  they  should  go  to  "  charity  "  and  live 
on  patronage  till  they  can  manage  to  scrape  together 
enough  to  make  them  "ripe"  for  co-operation?    That 
is  equivalent,  in  a  "  co-operative  "  sense,  to  sending  a 
man   to   hell    in   order   that   he   may  there   qualify   for 
heaven.     Your  object  and  your  duty  is  to  train  him  to 
self-help.     And  you  bid  him  prepare  for  it  by  delibe- 
rately estranging  himself  from  it  !    Persons  in  this  con- 
dition can  co-operate  like  others.    But  in  the  same  pro- 
portion as  their  needs  are  greater,  are  their  objects  likely 
to  be  larger.    They  want  financial  assistance  badly.    To 
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obtain  such  they  have  a  good  deal  that  they  can  give, 
and  must  expect  to  give  freely — time,  labour,  attention, 
application.  You  cannot  procure  either  money  or  credit 
for  nothing.  But  you  must  in  fairness  allow  the  equi- 
valent given  to  be  value.  It  is  nonsense  to  maintain,  as 
has  been  done,  that  such  co-operation  is  not  self-help. 
It  is  genuinely  When  you  give  what  you  can  give  to  obtain  what  you 
cannot,  you  are  not  receiving  "  charity,"  but  exchanging 
one  value  for  another.  However,  all  this  co-operation 
to  obtain,  not  profit  in  return  for  money,  but  money  in 
return  for  exertion,  implies  objects  of  a  different  kind, 
which  are  necessary  for  the  purpose,  and  which,  apart 
from  being  necessary,  persons  in  this  position  instinc- 
tively feel  to  be  desirable.  It  brings  out  the  social,  edu- 
cating, moral  side  of  the  principle.  To  people,  such  as 
we  are  now  thinking  of,  the  co-operative  association  or 
bank  becomes,  not  merely  a  shop  in  which  goods  or 
credit  may  be  bought,  but  an  economic  hearth  and  home, 
a  school  for  all  kinds  of  economic  action,  for  business 
training,  and  for  higher  social  virtues,  a  social  as  well 
as  an  economic  money-box.  This  co-operation,  like  the 
other,  must  be  built  up  upon  pure  self-help.  No  ser- 
viceable co-operation  is  possible  on  other  lines.  It  is 
the  man's  own  exertion  which  must  purchase  every 
gain.  To  alloy  or  adulterate  self-help  would  not  only 
be  perfectly  gratuitous,  it  would  distinctly  defeat  the 
object  for  the  attainment  of  which  co-operation  is 
resorted  to.  However,  I  cannot  for  a  moment  admit 
that  self-help  loses  one  particle  of  its  economic  purity 
when  it  is  made  to  embrace  a  number  of  men  instead 
of  being  confined  to  one.  I  cannot  concede  that  self- 
help  becomes  less  self-help  when  it  is  impressed  in 
the  service  of  a  group  of  persons  who,  being  indivi- 
dually weak,  and  weak  in  varying  degrees,  and  on 
various  points,  combine  for  the  purpose  of  turning  their 
weakness  into  strength,  and  supplementing  one  man's 
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feebleness  by  another  man's  comparative  power,  each 
supplying  his  own  quota  of  what  he  can  give  to  benefit 
by  a  similar  though  different  contribution  from  his 
fellows.  That  is  the  self-help  by  which  a  community 
or  a  nation  rises  to  greatness.  So  far  from  being 
questionable,  it  appears  to  me  even  to  represent  the 
purest  and  fullest  co-operation. 

Now,  see  how  co-operation  of  this  kind  acts  upon  the  Its  Effects. 
men  who  engage  in  it.  It  knits  people  very  much  more 
closely  together  ;  it  enlists  very  much  higher  sentiments 
than  the  mere  pursuit  of  gain.  It  links  interest.  It 
binds  people  together  as  with  the  ties  of  one  single 
family,  bringing  sentiment,  aspirations,  the  conscious- 
ness of  common  needs,  into  the  co-operative  enterprise. 
It  sets  very  much  higher  motives  at  work.  And  it  opens 
a  door  through  which  others,  not  needy  themselves, 
wishing  to  help  rather  than  to  be  helped,  may  legiti- 
mately come  in,  helping,  but  only  by  helping  people 
to  help  themselves.  Here  is  the  feature  which  has  par- 
ticularly endeared  this  kind  of  co-operation  to  so  many 
generous  minds,  and  has  generated  that  peculiar  ardent 
enthusiasm  which  cold-blooded  economists  wonder  at 
and  cannot  understand,  but  which  has  helped  more  than 
anything  else  to  spread  this  movement  and  impel  it  for- 
ward ,  You  can  now  help  without  giving .  You  can  help 
while  carefully  safeguarding  yourself  against  the  danger 
of  being  made  to  give — money,  that  is — while  insisting 
that  every  assistance  rendered  in  money  shall  be  fully 
and  promptly  repaid — help  by  lending  guidance  to  the 
unskilled,  experience  to  the  inexperienced,  time,  labour, 
interest,  attention,  safeguarded  liability,  all  on  a  footing 
of  equality.  And  by  doing  this  you  help  those  whom 
you  wish  to  benefit  infinitely  more  than  by  giving  them 
money.  This  kind  of  co-operation  does  not  draw  a  strict 
dividing  line  between  those  who  have  money  wherewith 
to  take  up  a  share  and  those  who  have  not.    It  does  not. 
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Shylock-like,  bring  to  the  business  only  its  commercial 
ledger  and  its  bond.  It  does  not  go  into  places  in  which 
gold  chinks  freely  and  discount  business  is  brisk.  It  goes 
abroad  among  the  outcast  and  poor,  dropping  help  into 
seemingly  waste  places,  and  picking  up  seemingly  help- 
less persons  from  their  misery.  It  goes  into  the  villages 
where  money  is  scarce,  and  the  other  kind  of  co-opera- 
tion difficult.  The  structures  which  it  raises  are  not 
as  large  or  as  resplendent  with  gold  as  those  built  up 
under  the  more  commercial  system.  But  on  its  own 
modest  lines  it  does  a  great  deal  of  good,  and  good 
which  absolutely  no  other  agency  could  accomplish. 
Surely  I  need  not  stop  to  explain  why  it  is  that  those 
who  work  for  the  principle  last  described  seem  gene- 
rally tired  with  a  peculiar,  fervent,  and  contagious 
enthusiasm.  They  feel,  to  quote  the  words  of  Father 
de  Besse,  that  they  are  engaged  not  in  an  affair  of  busi- 
ness (une  affaire),  but  in  a  good  work  (une  oeuvre)  ; 
that  they  are,  as  F.  W.  Raiffeisen,  the  first  who  applied 
this  principle  to  regulated  practice  in  respect  of  bank- 
ing, has  put  it,  "  working  for  God." 
Recrimina-  The  world  would  not  be  the  world  if  such  aspiratibns 

ParUsans"oT"  ^^  these  had  not  prompted  in  the  mouths  of  rivals  un- 
the  two  Types,  kind  sneers  at  high  relig'ious  professions,  which  they 
judge  to  be  quite  out  of  place  in  work  which  is,  after  all, 
mainly  economic.  Nor  is  it  surprising  that  the  altruists 
should  have  retaliated  by  taxing  the  other  side  with 
"greed,"  and  "egotism,"  and  "deliberate  dividend 
hunting."  These  mutual  vituperations  are  all  the  less 
called  for  since  it  would  be  difficult  to  draw  a  hard  and 
fast  line  between  various  systems,  to  serve  at  the  same 
time  as  boundary  between  the  several  applications  of  the 
two  principles  described.  The  territories  overlap  at 
more  points  than  one,  and  there  is  promise  of  the  prin- 
ciples blending  in  some  neutral  region.  Indeed,  in  some 
places  it  has  already  been  found  possible  to  bring  them 
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from  war  into  union.  Where  this  is  not  possible,  surely 
there  is  no  need  of  antagonism.  There  is  room  for  both 
principles.  There  are  places  in  which  the  one  is  not 
called  for  ;  there  are  places  in  which  the  other  could 
not  act.  There  are  people  to  whom  the  one  system  is 
congenial  and  the  other  abhorrent,  who  would  benefit 
themselves  and  do  good  to  others,  but  only  in  their 
own  strictly  businesslike  way  ;  and,  again,  such  as 
could  not  bring  themselves  to  think  that  they  were 
doing  good  unless  they  made  some  sacrifice — of  time, 
labour,  or  liability — for  the  benefit  of  their  neighbours. 
Accordingly  we  may  well  be  content  to  "  give  to  rigid 
economy  the  things  which  are  of  economy,  and  to 
altruism  the  things  that  are  of  altruism,"  and  allow- 
both  systems  to  grow  up  and  overspread  the  ground 
and    produce    good   fruit,    side   by   side. 


CHAPTER  V 

CREDIT     TO     AGRICULTURE 

Why  Agri-  I  HAVE  spoken  thus  far  of  co-operative  credit  as  a 

be'cbssed"al     ^''^^P  intended  for  the  poor,  in  the  ordinary  and  most 
a  "Poor"         familiar  sense  of  the  word — the  wage-earner,  the  toiler, 
'"S-  the  man  of  muscle,  whose  powers  must  run  to  waste 

unless  money  can  provide  both  material  upon  which  to 
set  them  at  work  and  a  stock  of  necessaries  wherewith 
to  keep  him  alive  until  his  labour  may  bear  fruit  in  a 
marketable  shape.  However,  poverty  in  our  present 
sense  ought  to  have  a  much  wider  application.  Obvi- 
ously, it  ought  to  be  taken  as  including  every  one  who 
has  a  productive  use  for  money  or  credit,  and  yet  finds 
himself  unprovided  with  the  one  and  practically  cut  off 
from  the  other.  There  are  hundreds  of  thousands  of 
people  who  in  our  country  come  under  this  description. 
Their  number  has  greatly  increased  of  late  by  reason  of 
the  amalgamation  of  banks,  which  leaves  the  trader,  the 
farmer,  the  manufacturer,  who  used  to  be  able  to  rely 
upon  occasional  money  help  from  his  local  bank,  with- 
out such  most  useful  credit,  since  it  does  not  suit  the 
purpose  of  the  gigantic  modern  banking  concerns  to 
burden  themselves  with  such  comparatively  small 
accounts,  which  are  not  easily  controlled  from  head- 
quarters . 

But  there  is  one  great  calling,  more  in  particular, 
to  which  the  above  description  pre-eminently  applies. 
That  calling  is  agriculture,  which,  from  being  a 
cornucopia  yielding  almost  automatically,  not  one,  but 
actually  those  "  three  "  livings  of  which  Lord  Beacons- 
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field  spoke  more  than  thirty  years  ago,  has  subse- 
quently, under  the  stress  of  adverse  circumstances, 
become  changed  into  a  business  standing  very  sorely 
in  need  of  help  and,  if  evidence  collected  in  many 
quarters  is  not  altogether  wrong,  in  need  of  help  more 
specifically  in  the  shape  of  money. 

It  may  be  convenient  to  consider  the  position  of  agri- 
culture as  an  interest  calling  for  credit,  if  not  exactly  //; 
formd  pauperis,  yet  at  any  rate  by  other  means  than  those 
which  are  now  available . 

Under  pressure  of  advancing  times  agriculture  has  Agriculture 
become,  from  the  easy,  self-rewarding  occupation  which  «^<^Bus^ne^"^ 
it  is  understood  once  to  have  been,  a  business  of  money  without  the 
and  enterprise  like  all  other  callings — having  the  same  ■•  Business." 
tasks  set  to  it,  but  not  the  same  means  at  its  dis- 
posal wherewith  to  accomplish  the  task.  We  should 
probably  be  in  a  better  position  to  consider  what 
are  its  needs  could  we  bring  ourselves  more  fully 
to  realise  this  fact.  We  congratulate  ourselves  upon 
the  amazing  growth  and  development  of  our  com- 
merce, our  trade,  our  industries,  our  banking.  But 
what  resources  have  we  placed  at  the  disposal  of 
those  callings,  or  else  allowed  them  to  secure  for 
themselves  ?  Had  we  treated  them  as  we  have  treated 
agriculture,  it  is  only  too  likely  that  they  would 
find  themselves  in  precisely  the  same  backward  and  de- 
pressed condition  as  that  calling.  However,  we  have 
dealt  with  them  differently.  We  have  fed  them  with 
large  supplies,  alike  of  money  and  of  instruction  and 
intelligence.  We  have  replaced  slow  and  sparing  hand 
labour  by  the  rapid  and  creative  labour  of  the  engine  and 
the  loom,  multiplying  harvests  while  increasing  their 
bulk .  We  have  introduced  perfected  machinery,  we  have 
removed  anachronistic  shackles  and  insisted  upon  full 
freedom  of  practice.  We  have  recast  all  the  organisa- 
tion of  the  industry,  arranged  our  commerce  so  as  to 
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enable  men  to  take  advantage  of  even  the  slightest 
change  in  the  market,  of  every  opportunity  vi^hich  may 
offer  even  an  infinitesimal  gain.  All  these  things  pre- 
suppose a  larger  command  of  money.  They  are  abso- 
lutely impossible  without  it.  But  for  additional  money 
invested  they  assure  a  pretty  safe  return.  And  to  provide 
that  money  we  have  developed  a  system  of  credit  which 
places  funds  almost  without  limit  at  the  disposal  of  the 
trader  or  manufacturer  of  position  —  credit  without 
which,  so  every  man  of  business  will  readily  allow,  all 
this  huge  world  of  industry  could  not  subsist  for  a  day. 
The  capital  of  those  of  whom  it  is  composed  would  be 
utterly  inadequate  to  its  purpose.  So  we  have  created 
the  "acceptance,"  which  buys  at  pleasure,  just  as  occa- 
sion may  demand,  for  every  enterprise  which  promises 
a  profit.  Could  we  treat  agriculture  in  the  same  way, 
is  it  not  at  any  rate  conceivable  that,  what  with  produc- 
tion cheapened  and  facilities  afforded  for  taking  advan- 
tage of  the  market,  we  might  make  it  fare  as  other 
industries  have  fared  ?  All  evidence  available  on  the 
subject  seems  to  support  such  a  conclusion. 
Its  Need  of  "Agriculture,"  to  quote  the  words  of  a  Minister  of 

Money.  Agriculture,  spoken  in  the  Belgian  Senate,  "  is  changing, 

and  must  change.  Change  is  for  it  a  condition  of  exist- 
ence. It  finds  itself  to-day  at  grips  with  conditions  alto- 
gether different  from  those  of  earlier  days,  and  in  such 
struggle  it  can  have  no  prospect  of  success,  except  by 
arming  itself  according  to  the  fashion  of  the  day.  We 
want  more  artificial  fertilisers  to-day,  and  more  potent 
ones.  We  want  machinery  and  many  other  things  that 
our  fathers  never  dreamt  of.  These  new  appliances 
ensure  a  higher  yield,  but  they  demand,  on  the  other 
hand,  a  larger  working  capital."  Those  words,  spoken 
in  Belgium,  apply  to  the  very  letter  to  agriculture  else- 
where, not  least  to  agriculture  in  Great  Britain.  Indeed 
they   have  been,   since   quoted   by   me,    echoed   in   the 
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Report  of  the  Royal  Commission  on  Agriculture.  It 
may  be  permissible  to  instance  one  or  two  cases  illus- 
trating the  truth  embodied  in  them. 

The  first  is  that  of  a  small  farm  held  by  a  Co-operative  Instances  of 
Supply  Association  which  in  forty  years  has  grown  up  Mon^y'.''^°^ 
from  the  most  modest  beginnings  to  a  position  of  com-  Woolwich, 
manding  prosperity.    The  Society  twenty  odd  years  ago 
decided  to  purchase  for  its  own  use  a  freehold  farm  of 
52  acres.    The  farm,  which  was  in  a  very  poor  and  neg- 
lected condition,  would,  so  it  is  admitted,  have  speedily 
reduced   any   ordinary   tenant,    coming   to   the   holding 
with  the  traditional  small  working  capital,  to  ruin.    The 
Society  came  to  it  with  practically  as  much  money  as 
it  might  need.    Now,  just  let  us  look  at  the  increase  of 
production  which,  with  the  help  of  its  large  capital,  it 
brought  about.    It  set  up  new  buildings,  it  trenched  the 
land  two  feet  deep,  gave  it  a  bottom  dressing,  so  to  speak, 
of  60  tons  of  manure  per  acre,  in  short,  it  laid  itself 
out  for  the  highest  possible  farming.     It  sank  a  good 
deal  of  money  in  the  farm,  to  such  an  extent  that,  what 
with  rates  and  assumed  rent  (at  the  rate  of  5  per  cent.), 
it  had  to  write  off  from  £30  to  £35  of  the  gross  profits 
per  acre  every  year  on  this  score.    However,  as  a  result 
it  produced  magnificent  crops— £43  worth  an  acre  of 
cabbage,  £36  of  peas,  £30  of  potatoes,  £39  of  sprouts, 
£90  of  tomatoes,  £90  of  marrow,  and  so  on.    Its  takings 
from  a  piggery,   mustering  from    300  to    350  strong, 
figured  at  nearly  £500  a  year.    It  had  realised  £2,283 
in  one  year  from  its  produce.    The  original  loss  has  been 
recovered,  in  addition  to  5  per  cent,  being  steadily  drawn 
on  capital  invested,  and  a  rate  of  depreciation  allowed 
which  soon  gave  the  farm— to   state  one  example— its 
horses  absolutely  for  nothing.  Good  "capitalist"  farm- 
ing makes  the  farm  pay  in  spite  of  bad  times.* 

*  The  farm  has  quite  recently  had  to  be  appropriated  as  building 
land  for  workmen's  dwellings. 
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Similar  cases  may  be  quoted  from  abroad.  In  the 
Journal  d^ Agriculture  Pratique,  AI.  Zolla  has  told  the 
story  of  a  farm  at  Fresnes  in  the  Loiret,  which  by  an 
increase  of  working  capital  was  raised  from  a  state  of 
ruin  to  a  condition  of  fully  remunerative  prosperity. 
The  farm  extends  over  about  335  acres,  and  used  to  be 
worked  on  the  old-fashioned  three-field  shift,  with  a 
capital  of  not  quite  £6  los.  per  acre.  The  working 
capital  was  increased  to  £16  an  acre.  The  expenses  per 
acre  have  grown  from  about  £1  45.  to  £3  is.  By  that 
means  it  has  proved  possible  very  materially  to  improve 
the  system  of  husbandry,  to  manure  better,  till  better, 
plant  125  acres  with  sugar  beet,  and  accordingly  the  pro- 
fits netted  have  risen  from  about  125.  to  more  than  £2 
per  acre.  And  in  consequence  of  this  change,  not  only 
is  the  tenant  better  off,  but  he  employs  more  labour  in 
the  bargain,  and  pays  it  better. 

A  very  similar  case  was  some  time  ago  reported  upon 
at  Weende,  near  Gottingen,  by  Oekonomierath  Beseler, 
who,  by  similar  methods,  converted  his  property  of  Dip- 
poltshausen  from  a  "  white  elephant  "  into  a  remu- 
nerative investment. 

But  let  us  look  at  things  more  generally.  We  have 
had  a  Royal  Commission  sitting  to  inquire  into  the  griefs 
of  agriculture.  If  the  evidence  collected  teaches  any- 
thing, it  teaches  this,  that  wherever  in  agriculture 
there  is  ample  command  of  money  for  working  a 
farm,  for  m.anuring,  feeding,  cultivating,  and  holding 
over  produce,  just  as  circumstances  may  dictate,  with- 
out stint  and  without  limit,  the  effects  of  distress  are 
very  much  mitigated.  We  might  almost,  applying  the 
word  "  worth  "  in  our  commercial  English  sense,  say, 
in  a  new  sense,  with  the  Berrichons,  tant  vaut  Vliomme, 
tant  vaut  la  tcrre .  I  may  add  that  men  of  business,  who 
have  habitual  dealings  with  farmers,  have,  in  addition, 
long  since  discovered  that  business  ability  and  business 
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habits,  a  capacity  for  forecasting  and  reckoning  up  re- 
sults and  proceeding  accordingly,  and  for  keeping 
accounts,  which  M.  Leroy-Beaulieu  terms  "the  soul 
of  business,"  constitute  a  potent  factor  making  for 
success,  that,  in  spite  of  all  his  technical  experience,  it 
is  not  the  old  "  leather -jacket  "  farmer,  well  versed  in 
the  rule -of -thumb  lore  of  practices  handed  down  by  his 
ancestors,  who  best  weathers  the  storm  of  present 
troubles,  but  the  cultivator  who  possesses  business 
knowledge  and  has  the  habit  of  calculating,  purchas- 
ing, adapting  himself  to  altering  times  and  changing 
markets,  even  if  for  technical  learning  he  be  dependent 
upon  others,  whose  services  are  always  to  be  bought. 

The  upshot  of  all  this  appears  to  be  that,  if  we  want 
to  improve  agriculture,  we  shall  have  to  place  it  in  the 
same  position  in  which  we  have  put  its  sister  callings, 
and,  as  I  have  ventured  to  call  it  on  another  occasion^ 
"  commercialise  "  it— call  in  the  ledger  and  the  ready 
reckoner  to  take  their  places  by  the  side  of  plough  and 
grubber,  and,  as  a  means  of  making  "  intensive  culti- 
vation "  possible,  open  to  it  a  drawing  account  propor- 
tioned  to   its   requirements. 

Proceeding  further,  and  applying  this  lesson  in  prac-   The  Small 
tice,  we  shall  obviously  have  to  distinguish  between  two   <->iti^ator's 
kinds  of  agriculture.      There  is  the  small  man,  whom  ^'"^'"    ■ 
our    neighbours    think    of  chiefly    when    they   talk  speci- 
fically  of  the    need    of   agricultural  credit.     In  his    case 
the    question    seems    scarcely    to    call    for    argument.     It 
stands  to  reason  that  to  cultivate  to  advantage  the  land 
which  we    are,  most  of  us,  at  any  rate  professedly  will- 
mg  to  place  in  his  possession,  he  must  have  the  use  of 
money.      He   must   buy  his   tools,   manure,   and  seeds. 
He  must  have  the  wherewithal  to  live  while  his  small 
crop  is  ripening.     We  know  that  he  can  secure  a  remu- 
nerative return  for  such  money.     We  discover  it  when 
we  inquire  into  the  results   of  small   cultivation.      We 
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show  that  we  know  it  by  doubling  and  trebling  the  rent 

charged  to  the  small  man  in  comparison  with  the  large. 

Profitableness    Even  though  weighted  with  this  additional  charge,  he 

of  Small  finds  the  acre   or  two  worth  keeping  and  cultivating, 

Holdings.  ij-  11  1  • 

makmg  them  yield  m  milk  and  potatoes,  even  in  corn, 

what  will  repay  him  for  his  labour  and  outlay.  Thus,  in 
return  for  an  exaction  which  is  not  always  fair,  he  helps 
to  teach  us  a  lesson  which  it  is  odd  that  as  a  nation 
we  seem  so  firmly  resolved  not  to  learn.  Thete  is 
scarcely  an  agent  who  does  not  admit  that  in  these 
trying  times  small  farms  and  small  holdings  pay  out 
and  out  best.  And,  in  the  bargain,  small  tenants 
as  a  rule  pay  their  rents  most  promptly,  often  in 
advance.  The  trouble  is,  how  to  convert  large  holdings 
into  small.  Money  is  wanted  to  do  that.  And  for 
employment  in  agriculture  even  large  landowners  have 
difficulty  in  raising  money,  even  though  it  be  admitted 
that  the  additional  outlay  would  amply  repay  its  cost. 
Thus  we  are  brought  back  to  our  first  problem  of  credit 
to  be  created — agricultural  credit,  in  this  instance,  to 
serve  the  requirements  of  landlords,  for  improving  or 
subdividing  their  estates,  such  as  experience  has  shown 
can  by  a  good  system  of  agricultural  credit  be  easily 
and  cheaply  provided. 
A  Case  quoted  I  have,  some  time  ago,  related*  some  encouraging 
ll^T  ^^^  results  obtained  abroad  by  wholesale  division  of  large 

estates  into  small  holdings  by  the  agency  of,  though 
without  any  pecuniary  help  from,  the  State.  The 
method  adopted  represents  the  greatest  advance  made 
in  Germany,  in  agricultural  economy,  since  the  legis- 
lation of  Stein  and  Hardenberg.  In  this  case  money  is 
furnished  to  eftect  the  conversion  in  whatever  quantity 
it  may  be  required,  without  a  tax  being  laid  upon  any 
one,  to  the  material  benefit  of  all  concerned.  But  even 
after  all  this  has  been  done,  when  the  roads  and  drains 

♦  Contemporary  Rcn'iew,  May,  1895. 
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and  buildings  have  been  provided,  it  is  found  that  the 
small  holders,  coming  to  good  land,  ready  laid  out  for 
them,  with  comparatively  full  purses — since  they  are 
required  to  show  that  they  are  possessed  of  a  certain 
minimum  of  capital — need  additional  working  funds,  if 
they  are  to  do  full  justice  to  their  opportunities. 

In  Italy  precisely  the  same  discovery  has  led  to  relief  The  Forest  of 
in  a  case  perhaps  even  more  telling.  The  Government  ^lo^^^llo. 
was  long  distressed  about  the  unsettled  state  of  the 
wild  forest  stretch  of  Montello  in  Venetia,  which  was 
peopled  with  disorderly  hosts  of  gipsy  squatters.  To 
convert  these  people  into  an  orderly  and  settled  popula- 
tion the  Government  gave  them  free  holdings  in  that 
forest,  which  was  public  land.  The  gift  proved  of  no 
avail.  The  gipsies  soon  deserted  their  holdings,  which 
they  had  no  means  of  cultivating  to  advantage,  and 
turned  themselves  loose  once  more.  Then  it  occurred 
to  M.  Chimirri,  who  was  at  the  time  Minister  in  charge 
of  Crown  lands,  to  sell  off  part  of  the  area  which  had 
been  designed  for  their  settlement,  and  to  employ  the 
purchase  money  realised  as  a  fund  wherefrom  to  make 
advances  to  the  gipsies  resettled  on  a  portion  only  of 
that  land.  The  remedy  proved  strikingly  effective.  The 
gipsies  settled  down  and  became  decent  and  orderly 
folk,  and  the  erewhile  wild  forest  has  now  become  a 
civilised  and  progress-ing  district — all  owing  to  the 
provision  of  money.  There  is  surely  no  need  to  argue 
the  point  any  further  with  respect  to  these  small  men. 
Their  want  of  money  is  written  large  upon  all  their 
economy  ;  and  their  power  to  do  justice  to  credit,  pro- 
vided that  it  be  granted  on  fair  terms  and  under  proper 
safeguards,   is  as   amply  testified. 

However,  "agriculture"  to  our  English  mind  means  The  Case  of 
a  different  thing.     It  means  the  calling  of  the  farmer,  ll'^  Larger 

,  111-  rarmer. 

the  man  who  habitually  complains  of  his  want  of 
money,  but  yet  protests  that  to  borrow  money  at  6,  or 
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;,  or  4  per  cent.,  while  he  is  netting  scarcely  2  or    i, 
or  even  o,  on  what  he  has  invested,  cannot  possibly  be 
good  business.     Farmers  are  notoriously  bad  account- 
keepers,  and  it  may  be  that  that  2  or   i  per  cent,  in- 
cludes some  "  living  "  which  ought  not  to  be  charged 
to  the  farm.      But  let  that  pass.      Possibly   our  large 
manufacturers  might  find  their  factories  as  unprofitable 
"  one-per-cent."   concerns   were   they  to   endeavour  to 
work  them  with  a  capital  proportionate  to  their  estab- 
lishment in  the  same  ratio  in  which  that  of  the  strug- 
Where  Money   gling  farmer  is  to  his  farm.     Take  a  farm  at  its  very 
may  help.     '    -^yorst— worked   out,    full    of   weeds,   understocked,   un- 
drained.      I    put    it    to    the    most    sceptical    pessimist, 
whether  on  that  farm  some  one  point  could  not  be  dis- 
covered at  which  additional  outlay  would  be,  humanly 
speaking,   certain  to   earn  a  profit.      If  it  be  but   the 
additional  food  that  could  be  given  to  a  pig,  which  can 
always  be  counted  upon  to  make  a  return,  there  would 
be  4,  or  5,  or  6  per  cent.,  surely,  if  not  more,  earned 
on  that  outlay.     And  the  farmer  would  be  the  better  for 
such  small  profit,  however  embarrassed  he  might  con- 
tinue otherwise.     Probably  there  would  be  a  good  many 
more    opportunities    for    the    profitable    investment    of 
money  open  to  him.     That  swampy,  moss-grown  pas- 
ture would  repay  draining  and  liming.     That  starved, 
couch -entangled  field  which  now  bears  a  thin,  withered 
crop  of  wheat,  which  in  the  balance  sheet  must  spell  a 
certain  loss,   would   return   good   value   for  a   dressing 
of    superphosphate    or    some    other    manure.      It    now 
barely  repays  the  expense  of  cultivation.    That  expense 
would  not  in  itself  be  increased  by  the  addition  of  a 
good  dressing  of  manure.     Reckon  up  the  difference 
between  the  bad  crop  and   the   good,   and   see   if  the 
surplus  value  does  not  pay  fair  interest  on  the  money 
outlay  and  leave  a  profit,  however  small  !    Many  crumbs 
make  a  loaf.     Some  excess  labour  employed  at  the  right 
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time,  the  purchase  or  loan  of  a  machine,  new  drainage, 
the  mere  holding  over  of  produce  when  prices  are 
ruinous  and  money  is  wanted — all  this,  if  the  requisite 
money  be  but  available  at  the  proper  time  and  on  fair 
terms,  may  improve  the  farmer's  position,  very  little  it 
may  be — but  when  things  are  bad  every  little  helps. 
We  import  annually,  as  Mr.  J.  Collings  has  complained, 
£38,000,000  worth  of  the  smaller  farm  produce — 
apples,  milk,  potatoes,  vegetables,  &c. — from  abroad. 
The  chances  are  that  with  a  larger  working  capital  our 
native  agriculture  might  raise  that  and  more,  and  so 
keep  the  profit  for  itself.  We  cannot  compete  with  the 
foreigner  in  cheapness  of  rent  or  of  labour.  But  we  can 
produce  larger  crops  per  acre.  And  we  can  success- 
fully compete  in  the  command  of  money,  which  is  more 
plentiful  and  cheaper  here  than  elsewhere.  And  the 
question  is,  whether  with  the  help  of  money,  meaning 
businesslike  and  highly  productive  farming,  we  might 
not  on  some  points  beat  our  competitors  in  the  race. 
We  talk  of  the  ruinous  effect  of  "  gambling  in  wheat." 
At  the  first  International  Co-operative  Congress,  Rektor 
Abt,  of  Winterthur,  pointed  out  how,  by  means  very 
similar  to  those  here  advocated,  such  gambling  is  kept 
in  bounds,  if  not  altogether  prevented  in  Switzerland. 
Then  there  is  the  question  of  stock.  Keep  is  plentiful 
or  short  ;  stock  is  excessively  dear,  or  else  dirt  cheap. 
There  would  be  nothing  in  these  fluctuations  if  you 
could  take  advantage  of  them — quite  the  reverse.  But 
instead  of  being  the  person  'to  profit,  by  reason  of  your 
want  of  money  at  the  right  time,  you  become  the 
victim.  When  keep  is  plentiful  you  cannot  afford  to 
buy  stock.  When  stock  is  cheap  you  have  to  sell  it. 
Find  a  bank  to  draw  upon  which  will  lend  you  the 
money  at  a  fair  commercial  interest,  and  these  troubles 
may  become  to  you  sources  of  direct  profit.  You  may 
do  as  does  the  merchant  or  the  stockbroker — you  may 
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buy  things  when  they  are  cheap  and  sell  them  when 
they  are  dear.  In  the  great  drought  of  1893  Agricul- 
tural Banks  helped  not  a  little  to  moderate  the  loss 
sustained  by  the  German  peasantry. 

I  have  before  now  quoted  an  example  which  appears 
to  me  singularly  deserving  of  notice  in  this  country   as 
showing  the  way  in  which  credit  has  been  made  actually 
conducive  to  profit  to  farmers  situated  very  much  as 
are   our   own.      A  record   of   it    may  be   seen   m  the 
official  publications  of  the  French  Ministry  of  Agricul- 
ture     But  I  have  been  to  the  spot.     There  is  not  a  bit 
of  the  Continent  which  resembles  our  own  agricultural 
counties    like    the    country    of    the    Nievre    in    France. 
What  with  its  large  properties-there  are  some  of  over 
0,0000   acres-its   tenant   holdings,   ranging    generally 
from    125   to    1,250  acres,   its   leafy  forests,   its   green 
hedgerows,  its  lush  pastures,  and  its  wholesale  cattle- 
feeding,  that  Department  might  be  taken  for  a  part  of 
Sussex  or  Surrey.     The  farmers  live  by  fattenmg  cattle 
-cattle  of  a  local  breed  noted  for  its  early  maturity 
and   the   tenderness    and    delicacy   of   its   flesh,   which 
qualities   make  the  beasts   highly  prized  in  the   Paris 
market      There  is  a  well-established  method  of  work- 
ing these  farms,  which  is  still  adhered  to.     The  grazier 
purchases  the  lean  stock  in  February  or  March  to  pre- 
pare by  a  few  weeks  of  stall  feeding,  then  turn  out  to 
grass,  sell  in  August,  in  order  to  put  fresh  beasts  m 
their  places,  and  dispose  of  the  second  lot  in  October 
or  November.     That  is  considered  very  fair  business, 
and   on   every  bullock  the  farmer  is   supposed  to  net 
about    £3,   after   allowing   for  the   cost   of  keep.      M 
Giraud,   when    in    1865    he   took    charge   of   the   local 
branch  of  the  Bank  of  France,  found  that  for  want  of 
money  these   farmers   were  not  turning   their   land  to 
adequate  account.     The  pastures  were  generally  under- 
stocked.     Perhaps    M.    Giraud    would   not   have    been 
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quite  so  eager  to  remedy  the  defect  had  he  not  at  the 
same  time  discovered  that  the  very  same  cause  which 
hmdered  farmers  in  their  calling  also  seriously  incon- 
venienced the  local  banks.     There  was  a  great  "  draw  " 
of   money    in    early    spring,    which    emptied    the    tills. 
Then  m  August  there  succeeded  a  general  scramble, 
money  coming  in  and  going  out,  causing  a  great  deal 
of  trouble  and  bringing  in  very  little  profit.     And  in 
October  and  November  in  poured  the  money  realised 
on    the    market,    in    huge    unmanageable    volume     to 
embarrass  the  banks  with  a  plethora  all   through'  the 
slack  season.     A  little   ingenuitv  enabled  him   to  set 
the  matter  right,   and  kill  two  birds   with   one   stone. 
To    farmers    known    to    his    bank    he    was    willing    to 
advance   whatever  money   they  might  require   for   the 
purchase   of  stock,   on   their  acceptance   only,   backed 
m  every  case  by  two  other  good  men,  for  three  or  four 
months,  with  one  renewal  for  the  same  term  allowed 
as  a  matter  of  course,  at   i   per  cent,  above  bank  rate 
plus    a   trifling    commission.      Farmers   not   personally 
known  to  the  Bank  of  France  were  required  to  send 
in    their    acceptances    through    their    own    local    bank 
backed  by  that   establishment   and  by  another   person 
besides,  and  the)-  would  be  served  for  the  same  term 
at  a  hxed  rate  of  6  per  cent.     That  meant  that  for  the 
very   time   for   which   graziers    wanted   money  to   buy 
fatten,  and  sell  two  lots  of  beasts,  thev  would  be  sup- 
plied with  it  at  a  moderate  rate  of  interest,  enabling 
them  to  earn  an  additional  profit.     Farmers  were  not 
slow  to  turn  this  offer  to  account.     The  new  practice 
spread,  and  in  a  little  time  became  an  undoubted  suc- 
cess.     When,    ten    or   eleven    years   after,    M.    Giraud 
was  promoted  from  his  managership  to  a  higher  post 
elsewhere,  he  found  that  in  the  way  indicated  he  had 
lent  out  in  all  between   130,000,000  and   140,000000 
francs,   netting  the  additional    i    per  cent,   interest  on 
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behalf  of  his  bank,  and  putting,  as  he  himself  estimates, 
not  less  than  25,000,000  francs— £1,000,000— into 
farmers'  pockets.  And  the  transaction  proved  perfectly 
safe.  Only  in  one  instance  did  M.  Giraud's  bank 
suffer  anv  ioss,  and  then  he  admits  that  it  was  by  his 
own  fault.  He  had  failed  to  satisfy  himself  that  the 
borrower's  rent  had  been  paid.  As  it  happened,  the 
borrower  was  heavily  in  arrear.  And  so,  very  naturally, 
the  landlord  swooped  down  by  distraint  upon  the  cattle, 
representing  .4*2,000,  seizing  them,  to  the  loss  of  the  bank. 
Similar  ca.e.s  I  might  couple  with  this  example,  which  surely  is  to 
occur  in  the  point    similar  instances  culled  from  actual  cxperi- 

Au^fa"'"'    cnce   in    Germany.      In   that    country    it   is   the   potato 
distilleries,    providing    a    mass    of    fodder— the    refuse 
mash— free  of  cost,  or  at  any  rate  very  cheap,  during 
the  winter  months,  -which  furnish  the  groundwork  upon 
which  to  build  up  a  profitable  credit  transaction.     The 
distilleries   take    care    of   themselves.      An   advance   is 
always  readilv  obtainable  on  the  produce,  suf!icient  to 
keep   them    going.      But   the   refuse   fodder   would  be 
valueless  to  many  a  farmer,  if  he  could  not  buy  his  lean 
stock  on  credit,  to  fatten  and  sell  for  money,  and  so  to 
repay  the  first  outlay  out  of  the  proceeds  of  the  fatten- 
ing.     Exactly  the   same   practice  prevails   in  Austria. 
No  doubt  something  of  the  same  sort  may  be  done  here, 
but  at  what  price  and  with  what  trouble  ?     The  profit- 
ableness of  the  thing  lies  in  the  fact  that  these  have 
become  recognised  ordinary  transactions,  like  a  manu- 
facturer's purchase  and  working  up  of  materials,  prac- 
ticable at  a  commercial   rate  of  interest,  without  any 
admixture   of   a   sense   of  obligation   due   on  the   bor- 
rower's   part— bevond     the     obligation    of    repayment. 
There    is    nothing    of    "  favour  •'    in    the    matter  ;     the 
borrowing  is  done  as  a  matter  of  course.     The  drawer 
being  "  good,"  the  bill  is  taken  without  the  slightest 
demur. 


CREDIT   TO   AGRICULTURE.  69 

In  spite  of  objections  which  still  may  be  heard,  I 
think  that  the  fact  is  now  little  disputed,  that  the  com- 
mand of  more  money  for  working  capital  distinctly 
constitutes  an  urgent  need  of  agriculture  in  Great 
Britain.  The  press  has,  I  think,  been  unanimous  in 
drawing  this  conclusion  from  the  evidence  given  before 
the  Royal  Agricultural  Commission.  And  such  prac- 
tices as  the  following — which  does  not  stand  alone — 
go  to  show  that  the  conclusion  cannot  be  far  wrong, 
A  landowner  in  the  Western  Division  of  Sussex,  well  off  a  Sussex 
for  funds,  recognising  the  fact  that  farmers  want  more  ^pp*Jic°atton  of 
capital  than  as  a  rule  they  command,  advances  to  his  the  Lesson. 
own  tenants,  if  they  ask  for  it,  money  up  to  the  actual 
amount  of  the  "  valuation,"  and  considers  that  in  so 
doing  he  furthers  his  own  interest  as  well  as  theirs. 
The  effect  of  the  loan  granted  at  5  per  cent,  is  not 
actually  traceable  in  higher  rent.  But,  in  my  friend's 
words,  "  in  the  hard  times  of  the  last  few  years  it  has 
enabled  me  to  let  all  my  ground  satisfactorily."  "  The 
point  I  want  to  make  out,"  so  he  goes  on,  "  is  that 
high  valuations  cripple  the  farmer  when  he  enters  upon 
his  farm,  and  he  is  obliged  to  borrow  the  money,  and 
has  nothing  in  hand  to  work  with.  That  means,  as 
I  have  said,  that  farmers  require  more  working  capital 
than  they  possess."  The  landlord  in  question  assures 
me  that  agents  of  adjoining  estates  entirely  agree  with 
him,  that  his  system  is  deserving  of  imitation.  Unfor- 
tunately it  is  not  every  landlord  who  can  afiford  to  do 
the  same  thing.  And  why  should  the  landlord  advance 
both  land  and  money  ?  It  is  unfair  to  him  to  ask  him 
to  do  so,  and,  from  the  tenant's  point  gf  view,  such 
action  is  liable  to  abuse.  The  proper  body  to  advance 
money  is  a  bank,  which  has  means  of  making  good  its 
security,  such  as  the  landlord  does  not  possess.  My 
friend  fully  agrees  with  me,  that  if  a  bank  were  created 
capable  of  making  the  tenant's  security  effective,  and 
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loaning   upon   it,   the   system  would  be  all   that   could 

be  desired. 
What  Credit  It   mav    be    objected   that   there   is   actually   already 

the  Farmer       g^j^g    gQj-t    of  agricultural    credit.     There    is,    no   doubt. 

has  now.  °  .  .   - 

But  what  does  it  consist  of  ? 
Landlord's  There  is,   first,   the  falling  in  arrear  in  payment  of 

^''^''""  rent,    which    makes    the    landlord   the   lender,    and   the 

lender  ostensibly  without  interest,  but  which  is  never- 
theless paid  for  rather  dearly,  in  the  continuance  of 
the  law  of  distress,  in  restrictions  upon  cropping,  in 
covenants  and  the  like,  all  of  which  conditions  serve 
as  security.  At  best  this  credit  cannot  be  looked  upon 
as  a  profitable  and  beneficial  kind  of  credit. 
Dealers  There  is,  secondly,  the  dealer's  credit.     If  there  is 

Credit.  ^^y  q^q  disposed  to  dispute  the  legitimacy  of  credit  in 

its  application  to  agriculture,  let  him  look  at  that  I 
You  may  say  that  farmers  do  not  want  credit,  that  it 
is  too  dear  for  them.  Farmers  themselves  show  that 
they  do  want  it  by  practising  it — in  the  wrong  way  and 
in  the  dearest  possible  form.  Reckon  up  what  it  costs 
in  higher  price,  in  bad  quality  of  goods,  in  dependence 
upon  your  dealer  in  your  purchases,  and  you  will  find 
the  cost  total  up  to  a  considerable  figure.  Sir  Edwin 
Chadwick  some  time  ago  stated  that,  according  to  his 
calculation,  the  same  sum  of  money  which  will  buy 
one -and -a -half  day's  support  on  credit,  will  pay  for 
two  days'  support  if  the  goods  be  bought  for  cash  in 
small  quantities,  and  for  three  days'  support  if  they  be 
bought  for  cash  in  large  quantities.  The  difference 
between  the  farmer's  credit  and  cash  purchases  may 
not  be  in  quite  the  same  proportion,  but  it  will  probably 
be  found  considerable  enough.  1  do  not  know  if  the 
dependence,  the  sacrifice  of  freedom  of  action,  may 
not  be  taken  to  rank  as  the  heaviest  item  in  the  account. 
.Some  twenty-five  years  ago  I  tried  to  form  a  co-opera- 
tive   farmers'    supply    association    in   East    Sussex,    for 
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the  common  purchase  of  better  and  cheaper  feeding - 
stuffs,  seeds,  machinery,  manures,  and  so  on.  The  pro- 
posal was  exceedingly  well  received.  The  need  of  such 
a  thing  was  felt,  the  argument  in  its  favour  was 
accepted  as  conclusive.  Everybody  approved.  But 
nobody  showed  himself  willing  to  join.  Why  not  ? 
"  You  will  never  get  these  men  to  join,"  so  said  to 
me  the  late  William  Manningtori,  of  Laughton,  a  large 
farmer,  who  knew  his  class  well — a  man  himself  of 
ample  means.  "  They  are  all  on  their  dealer's  books 
and  cannot  get  off."  They  were  tied  by  the  leg.  They 
were  not  free  agents.  They  must  buy  their  goods  at 
the  dealer's  prices,  of  such  quality  as  the  dealer  chose 
to  give,  not  as  they  wanted.  They  paid  dearly  for 
their  credit.  Co-operative  Credit  Banks,  wherever  they 
are  established,  have  done  away  with  this.  They  have 
enabled  farmers  to  combine  for  the  common  purchase 
of  goods — to  which  they  are  now  slowly  adding  com- 
bined selling — and  the  4  or  5  per  cent,  per  annum 
which  they  take  in  interest  is  shown  to  be  a  cheap 
set-off  for  the  benefit  purchased. 

Again,  there  is  banker's  credit  already  available  for  Banker's 
farmers — banker's  credit  of  a  kind,  and  that  is  fast 
going.  Not  the  free,  ready  credit  always  obtain- 
able as  a  matter  of  course,  and  always  to  be  depended 
upon,  such  as  the  trader  may  claim,  and  does  not  claim 
in  vain  ;  but  an  occasional  loan  on  "  character  " — or 
rather  on  the  security  of  property  which  the  farmer  is 
supposed  to  possess  —  or  on  standing  crops  —  credit 
which  is  intended  rather  to  help  the  borrower  out  of  a 
difficulty  than  to  supply  him  with  the  means  for  engag- 
ing in  some  profitable  enterprise.  There  is  always 
a  smack  of  favour  about  this  kind  of  credit,  and  a 
suspicion  of  embarrassment  behind  it.  It  seems  to  cut 
a  notch  into  the  borrower's  financial  reputation.  In 
any  case  it  is  a  matter  of  bargain  and  negotiation,  to 
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be  treated  for  in  every  particular  instance,  granted  for 
a  certain  length  of  time,  stated  or  understood,  and  is, 
accordingly,  resorted  to  only  in  the  hour  of  need — 
very  often  when  credit  comes  too  late  to  be  of  any  use. 
It  is  a  specimen  of  what  L6on  Say  has  well  stigmatised 
as  "illegitimate"  credit — "consumer's  credit."  M. 
Leroy-Beaulieu  calls  it  "  credit  given  to  meet  expendi- 
ture already  incurred,"  credit  which  accordingly  can- 
not yield  a  profit  ;  as  contrasted  with  "  legitimate  " 
or  "  productive  "  credit,  credit  given  for  a  purpose  of 
production  which  may,  if  judiciously  employed,  assure 
a  gain. 
Scotch  Cash  There  is,  in  Scotland,  of  course.  Cash  Credit,  which 

Credit.  j^^g  done  so  much  to  raise  Scotch  agriculture.     "  The 

far-famed  agriculture  of  the  Lothians,"  so  wrote  H.  D. 
Macleod,  "  the  manufactures  of  Glasgow  and  Paisley, 
the  unrivalled  steam  ships  of  the  Clyde  are  its  own 
proper  children."  "  A  friend  of  mine,"  so  Mr.  Fowler 
stated  some  time  ago  at  the  Bankers'  Institute,  "  was 
travelling  in  one  of  the  northern  counties  of  Scotland, 
and  there  was  pointed  out  to  him  a  valley  covered  with 
beautiful  farms.  My  friend  was  an  Englishman,  and  his 
companion,  who  was  a  Scotchman,  pointed  down  the  val- 
ley and  said,  '  That  has  all  been  done  by  the  banks,'  inti- 
mating his  strong  opinion  that  but  for  the  banking 
system  of  Scotland  (the  cash  credit)  the  development 
of  agriculture  would  be  in  its  infancy  compared  to  what 
it  is  now."  Unfortunately,  there  is  now  very  little  of 
this  useful  credit  left — so  far  as  it  applies  to  agricul- 
ture. It  seems  to  have  gone  out  with  the  nineteen 
years'  leases.  It  was  invented  to  provide  a  circulation 
for  bank-notes  issuable  at  that  time  without  limit.  It 
is  not  worth  pushing,  from  the  banker's  point  of  view 
— as  involving  risk — after  issue  has  ceased  to  be  pro- 
fitable business.  South  of  the  Tweed  it  has  scarcely 
developed   to    recognisable    proportions   as    specifically 
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agricultural  credit  under  its  English  name  of  -  over- 
draft." 

Lastly,  there  is  usurer's  credit— very  much  of  it,  moi:e  Usurers 
than  most  people  are  at  all  aware  of.  Evidence  of  its  ^""ed't. 
presence  and  its  ruinous  influence  comes  to  light  some- 
times, like  a  discovery  under  the  bull's  eye  glare  of 
an  inquisitive  policeman's  lantern,  and  then  people  cry 
out  in  horror  at  the  systematic  blood-sucking  in  pro- 
gress where  blood  is  least  plentiful.  We  notice  these 
exceptional  cases.  We  do  not  see  that  steady  sapping 
of  our  most  precarious  industry  which  is  ever  going  on 
like  the  gnawing  of  a  rat  at  the  timbers  of  a  house. 
Surely  on  this  point  a  substitute  for  the  borrowing 
which  is  sheer  suicide  is  urgently  called  for. 

I  come  back  to  the  question  which  I  asked  above  :—  whyOrdinarj' 
Why   cannot    ordinary   credit   provide    for   the    farmer  Bankers  can- 
what  he  needs  ?  not  provide 

what  IS 

There  are  very  potent  reasons,  one  of  which  the  late  '''^"^^d. 
President  of  the  Imperial  Bank  of  Germany,  Dr.  Koch,  ?S°ent°of^^ 
made   very   clear  when  speaking  upon  the   subject  of  the  German 
credit  to  agriculture  in  the  German  Parliament.*  b3."^' 

Returns,  so  he  says,  are  in  agriculture  incomparably 
slower  than  in  trade  and  industry.     As  a  rule,  it  may 
be  said  that  a  twelvemonth  is  required  for  turning  over 
a  sum  invested.     If  there  should  be  a  failure  of  crops, 
or  any  other  misadventure,  one  year  may  not  suffice. 
Dr.  Koch  quotes  the  Austrian  ex -Minister  Dr.  Marchet 
as  laying  it  down  in  his  standard  book  on  "Agricul- 
tural  Credit  "  that  the  farmer  is  not  in  a  position  to 
repay  his  debt  till  after  the  close  of  the   "period  of 
vegetation,"    and   that    at    that    point   of   time   he    can 
repay  it  only  on  the  supposition  that  his  new  harvest 
proves  adequate  for  making  good  the  deficiency  of  the 
last.      "  That   very   uncertain   factor.   Nature,"   so   Dr. 
Koch    observes,    "  enters    into    the    calculation.      It    is 
See  Cologne  Gazette  of  27th  March,  1895,  No-  269. 


74  PEOPLE'S   BANKS. 

from  this  cause  as  well,  and  not  only  because  the  turn- 
over  is   in  agriculture   so  much  slower  than  in  other 
callings,    that    the    difficulties    arise."      The    Imperial 
Bank  of  Germany,  so  Dr.  Koch  went  on  to  explain — 
an  institution  corresponding  in  importance  in  Germany 
to   what   the   Bank   of   England   is   among   ourselves — 
advances  to  agriculture   in  the  course  of  the  twelve- 
month not  less  than  £12,000,000, 
'•  L'^cheance         Other    bankers    who    deal    in    credit    to    agriculture 
qSen^omili^^'     entirely  confirm  Dr.   Koch's  statement.      "  L'echeance 
ale."  agricole,"  so  remarked  to  me  M.  Scotti,  Director  of  the 

People's  Bank  of  Acqui,  the  business  of  which  is 
mainly  agricultural,  "  n'est  que  nominale."  Losses 
are  infinitesimal.  But  you  can  never  tell  when  the 
money  will  come  back  to  the  bank.  So  it  is  at  Lodi, 
at  Cremona,  at  Rovigo,  at  Augsburg,  at  Gotha,  at 
Cosel,  at  Insterburg.  At  Insterburg  I  have  found 
that  there  were  agricultural  loans  outstanding  which 
had  been  running  for  more  than  fifteen,  even  up  to 
twenty,   years . 

Agricultural  credit,  then,  is  a  kind  of  credit  which  it 
is  not  worth  the  ordinary  banker's  while  to  cultivate — 
in  the  first  place,  because  it  is  asked  for  an  incon- 
venient length  of  time — a  time  which,  in  addition,  may 
be  altogether  uncertain,  and  which  will  certainly  be  too 
long  for  occasional  lending,  and  too  short  for  per- 
manent investment.  The  banker  and  the  capitalist 
lend  as  a  matter  of  business,  not  as  a  matter  of  philan- 
thropy or  public  duty.  Conditions  must  be  made  some- 
how to  square  with  their  interests,  or  they  will  have 
none  of  it.  There  is  no  other  unwillingness  on  their 
part.  They  are  ready  to  undertake  any  business  which 
will  keep  them  safe  and  give  them  market  value  for 
their  money.  The  limited  lending  already  done  to 
agriculture,  even  to  very  small  agriculture,  by  some 
banks  in  Scotland  and  in  Ireland,  and,  I  believe,  by  a 
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bank  in  Cornwall,  distinctly  prove  this.  It  was  under- 
taken, not  because  it  particularly  suited  those  banks, 
but  because  the  banks  were  willing  to  render  a  service 
so  far  as  they  judged  that  they  could  safely  do  so. 
Abroad,  great  banking  institutions  like  the  Bank  of 
France,  the  National  Savings  Bank  of  Belgium  and 
Italian  Savings  Banks,  show  themselves  most  anxious 
to  find  an  outlet  for  their  funds  into  a  channel  which 
may  turn  to  the  profit  of  agricultural  industry.  But 
the  difficulties  prove  formidable,  and  accordingly  little 
or  nothing  can  be  done  by  those  banking  giants  by 
direct   means. 

There  is  a  second  difficulty,  to  which  Dr.  Koch  does  Necessity  of 
not  refer,  because  it  does  not  apply  specifically  to  what  marketable 
he  was  talking  about,  and  does  not  affect  his  own  bank,  Personal 

,        ,  .  ...  ,  .  IT  -1      Security  to 

a  bankmg  mstitution  at  the  time  dealing,  not  with  justify  Per- 
farmers  directly,  but  with  Central  Co-operative  Banks,  ^°"*'^'  Credu. 
which  form  the  intermediate  connecting  link.  In  re- 
spect of  security,  the  farmer,  large  or  small,  stands 
in  a  totally  different  position  from  the  merchant  or 
trader.  Nobody  pretends  that  he  is  not  "  good,"  He 
repays,  generally  speaking,  with  scrupulous  honesty, 
though  he  may  be  provokingly  tardy.  But  just  on 
account  of  that  tardiness,  and,  moreover,  because  there 
is  no  great  money  market  in  which  he  is  known,  as  is 
the  trader,  his  signature  is  not  of  negotiable  value. 
If  you  would  give  it  a  value,  you  will  therefore  first 
have  to  create  some  new  machinery,  some  banking 
appliance  which  will  make  it  good  current  security. 
Co-operative  banks  have  shown  themselves  capable  of 
effecting  this  ;  and  therefore  I  have  ventured  to  say 
that  in  the  case  of  a  farmer  or  cultivator  they  actually 
create  a  security — which  is  true  to  a  fuller  extent  even 
than  may  appear  at  first  blush  ;  for  they  do  not  only 
make  a  security  negotiable  which  was  not  so  before  ; 
they    distinctly    establish    one    where    there    was    none 
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visible  before.  That  is  their  peculiar  merit.  How  they 
accomplish  this,  how  they  at  the  same  time  create  a 
security  and  make  lending  for  what  has  otherwise  been 
found  an  inconvenient  period  possible,  1  shall  have  to 
explain  in  detail  as  I  try  to  make  clear  the  various 
systems  of  People's  Banking.  My  present  object  is  to 
insist  that  credit  made  easily  accessible,  cheap,  and  in 
every  way  convenient,  may  be  of  very  great  service 
to  agriculturfj,  and  that  the  ordinary  money  market, 
in  its  present  organisation,  does  not  provide  a  source 
for  such  credit — that  accordingly  some  new  source  will 
have  to  be  created. 


CHAPTER  VI 

THE     '^CREDIT    ASSOCIATIONS"     OF    SCHULZE- 
DELITZSCH 

The  merit  of  first  putting  the  idea  of  co-operative  The  Germans 
credit -banking   into   practical    shape   belongs   to    Ger-  oran^sersof 
many.     Before  the  two  great  German  apostles  of  Co-  Co-operative 
operation,  Schulze-Delitzsch  and  Raififeisen,  began  their 
useful  creative  work,  both  of  them  at  the  outset  think- 
ing rather  of  provident  than  of  co-operative   institu- 
tions, both  about  the  same  time,  though  quite  indepen- 
dently of  one  another,  far  apart — one  in  the  East,  the 
other  in  the  West  of  the  Empire — in  respect  of  credit 
co-operation,  all  was  chaos. 

To  Schulze,  as  to  his  fellow -labourer  Raiffeisen,  the  Schuize- 
idea  of  co-operation  was  first  suggested  by  the  miseries  Hyfirst 
brought  upon  many  of  his  neighbours  by  that  trying  Beginnings. 
dearth  and  famine  which  swept  across  Germany  during 
the  years  immediately  preceding  the  Revolution  of 
1848.  He  was  then  living  in  his  little  native  town  of 
Delitzsch,  filling  a  judicial  post  corresponding,  roughly 
speaking,  to  that  of  a  County  Court  judge  in  England. 
By  this  means  he  was  brought  into  contact  with 
many  small  folk,  mainly  of  the  smaller  trading 
class,  and  led  to  understand  and  appreciate  their 
sufferings.  Schulze  had  visited  England  and  knew 
something  of  our  provident  societies.  Accordingly, 
it  occurred  to  him  to  apply  for  the  mitigation 
of  their  sufferings  the  same  means  which  had  already 
proved  effective  here.  In  conjunction  with  his 
friend  Dr.  Bernhardi,  of  Eilenburg,  he  set  on  foot, 
first  of  all,   a  sort  of  provident  fund.     Next,  the  two 
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philanthropists  organised  an  institution  which  has  since 
become  exceedingly  popular  in  Germany,  that  is,  a 
co-operative  association  for  the  purchase  in  common 
of  raw  material.  That  form  of  institution  has  not  met 
with  much  favour  in  this  country.  But  to  the  joiners 
of  Delitzsch  and  the  shoemakers  of  Eilenburg  the  new 
institution  came  as  a  veritable  godsend.  They  took 
it  up  readily,  and  to  the  present  day  associations  for 
the  purchase  of  raw  material  continue  numerous  and 
flourishing  in  Germany. 
The  first  From  the  co-operative  purchase  of  raw  material  to 

^^"^^^"11011"     other   co-operative   supply,   and   from  that   to   the   co- 
1S50.  operative   supply   of   money,   was   in  each   case  but   a 

step.  Schulze  advanced  in  this  way,  and  the  year 
1850  saw  his  first  "Credit  Association"  established. 
That  association  was  not  in  the  fullest  sense  co-opera- 
tive, and  hence  its  early  weakness.  It  was  a  capitalist 
institution,  philanthropic  and  condescending,  supplied 
with  funds  by  members  who  did  not  themselves  expect 
to  become  borrowers.  Evidently  Schulze  was  feeling 
his  way.  But  he  made  his  bank  co-operative  at  any 
rate  to  the  extent  of  insisting  that  no  one  should  obtain 
a  loan  who  did  not  himself  become  a  member  of  the 
bank,  responsible  as  such,  and  thereby  pledged  to 
regular  payments  {ergo,  to  savings)  up  to  a  certain 
figure  ;  and,  moreover,  that  the  loans  granted  should 
be  treated,  not  as  a  matter  of  charity  or  favour,  but 
strictly  as  a  matter  of  business.  There  was  a  notable 
advance  in  this  upon  old  methods. 

The  German  apostle  of  Co-operation  did  not  long  halt 
at  this  half-way  station.  While  he  was  away,  meeting 
one  of  those  numerous  vexatious  prosecutions  with 
which  his  Government  unpleasantly  seasoned  his  career, 
Dr.  Bernhardi  his  friend  Dr.  Bemhardi  worked  out  at  Eilenburg  a 
jTsiem" '*^^  more  fully  co-operative  plan,  upon  which  he  modelled 
his   own    new   local   bank.      The   experiment   proved  a 
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decided  success.  As  many  as  396  members  joined, 
paying  in  in  the  very  first  year  2,242  thalers  (£336) 
in  deposits,  and  so  enabling  the  association,  with  the 
help  of  3,703  thalers  (£555)  of  borrowed  money  and 
its  own  small  capital,  to  lend  out  in  the  twelvemonth 
8,801  thalers  (£1,320),  and  to  realise  a  net  profit  of 
142^  thalers  (£21  ys.  6d.),  which  was  considered  ex- 
ceedingly encouraging.  Schulze,  returning  to  Delitzsch 
in  1852,  at  once  recognised  the  superiority  of  his 
friend's  scheme,  and  forthwith  grafted  its  principle 
upon  his  own  thus  far  less  perfect  institution,  with  the 
result  of  increasing  the  number  of  its  members  from 
the  30,  to  which  it  had  fallen,  to  150,  and  raising 
sufficient  funds  to  enable  him  to  lend  out  something 
like  5,000  thalers  (£750)  in  the  very  first  year  after 
the  change. 

Thus  was  the  first  stone  laid  of  a  fabric  which  has  Schuize's 
since  become  a  great  co-operative  stronghold,  the  Apjyu^Je 
first  seed  planted  of  a  crop  which  was  to  overspread 
the  entire  Continent.  In  substance  the  Schulze - 
Delitzsch  associations  are  the  same  still  ;  in  the  main 
the  original  type  has  been  adhered  to.  It  was  a  bright 
light  which  Schulze  had  set  a -burning,  and  he  was  not 
the  man  to  hide  it  under  a  bushel.  He  may  be 
described  as  a  born  economic  missionary.  His  strik- 
ing personality,  his  convincing  eloquence,  his  invin- 
cible faith  in  his  own  cause,  and  his  truly  contagious 
enthusiasm  made  him  an  almost  ideal  propagandist. 
He  "  stumped  "  the  country  with  a  will,  making  clear 
with  remarkable  lucidity  of  exposition  to  audience 
after  audience  the  principles  of  his  system,  the  benefits 
of  its  application,  the  incalculable  gain  which  it  must 
bring  alike  to  individuals  and  to  the  community.  His 
economic  gospel  took  the  country  by  storm.  Every- 
where new  "  Credit  Associations  "  sprang  up — followed 
in  many  cases  by  distributive  associations— -and  every- 


ties 
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where  they  accomplished  astonishingly  good  work. 
When  in  1883  the  great  German  champion  of  Co- 
operation was  called  home  there  are  said  to  have  been 
no  less  than  4,000  associations  of  various  sorts  estab- 
lished in  Germany,  organised  on  his  system,  comprising 
something  like  1,200,000  members,  disposing  of 
capital  of  their  own  to  the  amount  of  more  than 
£10,000,000,  and  doing  business  at  the  rate — so  Herr 
Schmid,  of  \'ienna,  had  calculated  —  of  at  least 
£100,000,000  a  year.  That  is  without  including  a 
large  number  of  associations  formed  avowedly  on 
Schulze-Delitzsch  lines  in  adjoining  countries.  With- 
out question  Schulze  had  carried  his  idea  to  triumph. 
His  Difificui-  Schulze's  path  was  not  at  first  altogether  strewn  with 

roses.  Those  were  the  days  when  in  Germany  there 
was  still  a  common  talk  of  the  "  limited  understanding 
of  subjects."  Government  must  do  all  the  thinking. 
When,  therefore,  this  "  Democrat  "  presumed  not  only 
to  think  out  his  own  scheme  for  benefiting  his  fellow- 
men,  but  topped  this  off^ence  with  the  arch -heresy  of 
suggesting  that  men  could  help  themselves,  the  Man- 
teufTels  and  Bismarcks  felt  their  prerogative  invaded, 
and  resolved  to  make  the  audacious  innovator  suffer 
for  his  presumption.  They  began  by  worrying  the  poor 
man  out  of  his  judgeship.  When  they  could  not  refuse 
him  sick-leave  as  a  judge,  they  granted  it  coupled 
with  the  condition  that  he  must  not,  while  on  furlough, 
visit  his  native  town.  When,  knowing  this  condition 
to  be  illegal,  he  nevertheless  proceeded  to  Delitzsch, 
where  he  was  received  like  a  hero  returning  from 
victory,  they  promptly  announced  that  a  month's  allow- 
ance would  be  stopped  out  of  his  salary.  Indignant 
at  such  arbitrary  treatment,  Schulze  threw  up  his 
judgeship  in  disgust,  and  resolved  to  devote  himself 
from  thenceforth  entirely  to  his  economic  apostolate. 
Rut  hf  had  not  yet  done  with  "  paternal  "  Ministers. 
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Every    conceivable    hindrance    was    laid    in    his    way.  Government 
When  in  1859  he  convened  his  first  Co-operative  Con-  Pe'^secutions. 
gress— the  most  harmless   Congress,  one  would  think, 
which  a  man  could  suggest— under  the  dictation  of  the 
Government    in    Berlin   even   kind-hearted   King   John 
of  Saxony  dared  not  open  his  dominions  to  the  sup- 
posed traitor,  who  was  accordingly  compelled  to  sum- 
mon his  adherents  to  that  one  available  refuge,  as  it 
then  was,  for  "  undesirable  "  Germans,  the  Thuringian 
duchies.     When  it  was  seen  that  in  spite  of  all  this 
official  harassing  and  badgering,  prosecutions  in  courts 
of  law,   and  tabooing  in  the  press,   Schulze  still  l^ept 
gaining    ground    with    the    people— who    were    not    by 
such  means  to  be  dragooned  out  of  benefits  apparent 
to  all  and  appealing  to  all— Herr  von  Bismarck,  the 
unsparing    anti -Socialist    of    later    days,    raised    up    a 
Socialist   Jannes,   in  the  person  of  Lassalle,   to  with- 
stand this   economic  Moses.     This  man  was  systema- 
tically petted  and  caressed,  favoured  even  to  the  length 
of  the  acceptance  of  his  idea  of  Socialist  workshops. 
At  the  instance  of  Herr  von  Bismarck,  who  personally 
introduced    the    forerunner    of    Bebel    and    Liebknecht 
to  King  William,  some  experimental  collectivist  work- 
shops,   endowed   with    money   from   the   King's   purse, 
were  set  up  at  Berlin,  and  carried  on  for  a  brief  time— 
of  course  with  the  result  of  losing  His  Majesty  every 
farthing   ventured.      In    1865    the    Prussian   Diet    ap- 
pointed a  Committee  to  draw  up  a  law  on  co -operation. 
By   explicit   direction   of  Herr  von  Bismarck  the   one 
person    in   the   House   who   knew  anything   about    co- 
operation   was    deliberately    excluded.      And    so    this 
harassing  and  baiting  went  on.     To  the   end  of  his 
career  was  Schulze,  who  enriched  his  country  by  more 
milliards    than    Prince    Bismarck    conquered   for   it    in 
1 87 1— to   say  nothing  of   instilling  the   principles    of 
thrift — mercilessly  harassed  on  his   course. 

P.B.  r. 


82 


PEOPLE'S   BANKS 


Schulze's 
Success. 


Schulze's 
Aim. 


He  produced 
a  Middle-class 
movement 
employing 
only  economic 
means. 


Of  course  all  this  childish  persecution  entirely  missed 
its  aim.  Every  weal  which  Prince  Bismarck's  sharp 
whip  raised  on  the  popular  favourite's  skin  secured  to 
the  latter  fresh  hosts  of  admirers  and  converts.  There 
is  absolutely  nothing  to  be  said  in  justification  of 
the  official  badgering.  To  make  it  the  less  excusable  it 
was  directed  at  altogether  the  wrong  point — not  the 
point  at  which,  unfortunately,  the  system  eventually 
proved  to  be  vulnerable,  but  at  one  on  which  it  was 
absolutely  blameless. 

In  considering  Schulze's  work  we  shall  have  to  bear 
in  mind  what  it  was  that  Schulze  had  set  himself 
planning  and  working  for.  Different  people  have  dif- 
ferent opinions  as  to  the  true  object  of  Co-operation. 
Schulze  had  no  scheme  in  his  mind  for  the  moral 
regeneration  of  the  world.  Nor  yet  was  he  thinking 
of  bringing  about  a  working  men's  paradise.  He  was 
thinking  of  his  shoemakers  in  Delitzsch,  his  joiners 
in  Eilenburg,  and  beyond  them  of  people  in  similar 
positions — all  those  toiling  and  producing  myriads 
whom  we  rank  as  middle -class,  who  have  employment 
for  capital,  but  at  present  have  no  capital,  at  any  rate 
in  sufficient  quantity,  brought  within  their  reach.  And  he 
meant  to  help  these  people,  economically  only,  by  show- 
ing them  how  to  procure  for  themselves  the  use  of  such 
capital,  as  a  road  to  its  final  full  acquisition.  Economic 
reform  being  effected,  he  judged  that  other  reform 
would  follow  in  its  train  of  its  own  accord.  Mean- 
while out  of  the  surpluses  netted  there  should  be  con- 
tributions paid  towards  educational  and  other  purposes 
benefiting  the  poor. 

As  a  middle-class  movement  accordingly  Schulze's 
movement  began,  and  a  middle-class  movement  in  the 
main  it  has  remained— not  perhaps  in  essence,  for  it 
is  adaptable  to  a  great  variety  of  cases,  but  in  prac- 
tice— to  the  present  day.     Schulze's  own  Union — which 
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is  probably  a  fair  specimen  of  what  prevails  through- 
out— comprises  at  the  present  time  among  its  members 
about  34  per  cent,  of  working  men.  That  ratio  com- 
pares favourably  with  the  figures  for  preceding  years. 
But  the  full  list  of  occupations  given  below  *  will  show 
that  it  includes  only  few  real  wage -earners.  It  is  indeed 
a  question,  what  use  simple  wage -earners  should  in 
their  individual  capacity  have  for  a  credit  bank,  except 
as  a  savings  bank.  In  their  corporate  capacity,  as 
calculated  to  provide  useful  service  for  their  co-opera- 
tive and  other  societies,  it  may  become  of  very  direct 
importance  also  to  them — as  witness  the  otherwise 
successful  banking  arrangements  in  our  Co-operative 
Union.  These  leave  a  perceptible  gap  between  the 
great  Wholsesale  Bank  and  the  members  of  local 
societies,  which  gap  co-operative  banks  of  the  foreign 
type  would  be  admirably  suited  to  fill.  Beyond  this, 
the  matter  is  bound  to  interest  even  purely  wage -earn- 
ing working  men,  because  there  is  no  more  liberal 
*  The  figures  given  in  the  last  Year-Book  are  as  follows  : — 

Per  cent. 

(i)  Independent  agriculturists,  market-gardeners,  &c.     27-05 

(2)  Assistants  of  the  above,  and  labourers  engaged  in 

agriculture,  gardening,  &c 2'53 

(3)  Manufacturers,    building   contractors   and    mine- 

owners  yy^ 

(4)  Independent  jobbing  artisans         ....  2375 

(5)  Factory  hands,  miners,  journeymen  artisans          .  7-31 

(6)  Independent  merchants  and  dealers      .         .         .  9-99 

(7)  Employees  in  mercantile  establishments        .         .  1-32 

(8)  Jobmasters,  inn  and  tavern  keepers,  and  shipowners  4-80 

(9)  Postmen,  railwaymen  and  subordinate  employees 

in  railway  and  postal  service,  waiters  and  boatmen      3-09 

(10)  Domestic  servants  and  commissionaires        .        .         77 

(11)  Medical  men,   pharmaceutical   chemists,  school- 

masters,  artists,  literary  men  and  public  em- 
ployees      .         . 7-21 

(12)  Persons  without  a  calling 8-42 
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contributor  to  the  available  national  "  wages -fund," 
no  power  making  so  largely  for  the  employment  of 
labour  as  this  co-operative  credit,  which  produces  its 
millions  annually  mainly  to  keep  the  loom,  the  lathe, 
the  plough  going,  providing  material  and  paying  for 
labour.  The  very  condition  set  to  such  credit,  that  it 
should  be  productive  credit,  in  truth  ensures  this.  It 
is  credit  for  every  one  who  chooses  to  combine  with 
others  to  create  it,  be  he  ever  so  much  a  working  man. 
But  by  the  very  nature  of  things  it  is  in  the  main  credit 
for  the  business  classes,  who  most  directly  require  it. 
As  such  it  ought  at  the  present  time  to  appeal  rather 
forcibly  to  ourselves,  seeing  that  the  ready  business 
credit  which  our  farmers,  manufacturers  and  mer- 
chants used  to  enjoy,  and  used  greatly  to  appreciate, 
while  there  were  local  banks  which  knew  how  to  give 
it,  has  for  the  most  part  disappeared,  those  banks 
having  been  swallowed  up  by  giant  establishments 
which  are  above  such  petty  business. 

And  to  help  these  people  to  credit  Schulze  would 
employ  only  economic  means.  He  had  no  intention 
of  interfering  in  their  private  life,  or  educating  them 
in  morals.  He  rathe:  sneered  at  "  Christian  Socialists," 
who  troubled  themselves  about  other  people's  moral 
well-being.  Economy  was  enough  for  him.  But  the 
economy  must  be  sound,  resting  upon  self-help,  pro- 
duction, and  thrift. 
The -Non-  -pj^g    complaint    of    the    people    for    whom    Schulze 

capitalist  'to  ^  ,  ... 

become  a  wished    to    prescribe    was    that    they    did    not    possess 

"Capitalist."  sufficient  capital.  Anticipating  Lord  Beaconsfield's 
well-known  advice  to  his  minority,  to  the  effect  that 
"  the  first  duty  of  a  minority  is  to  convert  itself  into 
a  majority,"  he  accordingly  took  care  to  impress  upon 
them  that  the  first  duty  of  a  non-capitalist  is  to  convert 
himself  into  a  capitalist.  Sir  Robert  Morier  altogether 
misreads  Schulze's  system  when  he  describes  unlimited 
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liability  as  the  "key-stone"  of  that  scheme.     At  the 
time  when  Schulze  started  work  there  was  no  choice 
possible  between   different  forms  of  liability.    Limited   Li,nited  and 
liability  was  then  not  yet  known— not  even  in  En^rland  •   Unlimited 
in   Germany  it  did  not  become  recognised  till'' 1889'  '''^''^'^' 
SIX     years     after     Schulze's     death.       Unquestionably 
Schulze's  successors  in  office  are,  like  himself  during 
his    lifetime,    in   favour   of   unlimited   liability.      They 
judge    it    of    greater    utility    for    their    scheme    than, 
limited  ;     and    they    more    particularly    recommend    it 
for  co-operative  banks  in  early  stages,  when  capital  is 
sure  still  to  be  scanty.     However,  like  Schulze  in  liis 
old  age,  they  admit,  and  even  emphasise,  the  fact  that 
the  question  involves  no  point  of  principle.     In   1872 
they  were   glad   to   see  limited  liability  disallowed   in 
Bavaria,  where,  it  had  been  permitted  for  a  few  years, 
by  the  coming  in  force  of  the  new  German  law -code! 
At  that  time  their  Union  would  not  accept  any  societies 
with  limited  liability.     But  in   1894  the  Schulze  Con- 
gress passed  a  resolution  favourable  to  it,  and  in   1896 
It  formally  declared  limited  liability  societies  eligible 
Smce    then    the    number    of   limited    liability    societies 
has  gone  on  steadily  increasing.     Under  stress  of  tight 
money,  it  is  true,  some  few  societies,  already  converted 
into  limited  liability  societies,  have  gone  back  to  un- 
limited  liability,   which,   as   a  matter   of   course-sup- 
posmg    the    society    to    have    established    a    character 
for  careful  management— commands  more  ample  credit. 
But   generally   speaking   there   is   a   steady   growth   in 
the  number  of  limited  liability  societies,  which  at  the 
close  of    1908   stood   in  the   Schulze   Union   proper  at 
332  out  of  916  reporting  societies.     Limited  liability 
in  this  application,  so  it  may  be  well  to  explain,  does 
not  necessarily  imply  what  it  would  in  our  own  country, 
namely,  liability  limited  to  the  actual  value  of  the  share 
taken  up.    In  134  societies  out  of  the  above-named  332 
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it  does  indeed  mean  that.  But  in  the  others  it  rises  from 
the  T.20  fold  to  the  sixfold.  Only  in  seven,  however, 
does  it  exceed  the  fourfold  ;  only  in  52  in  all  the  two- 
fold. One  of  the  Congresses  of  the  Union  held  has 
laid  it  down  that  it  shall  never  exceed  the  fivefold. 
In  other  unions,  as  we  shall  presently  see,  this  curious 
authorisation  of  a  fancy  liability— which  is  intended  for 
the  security  of  creditors,  but  may  tell  actually  against 
it— is  answerable  for  much  abuse,  that  is,  for  a  mon- 
strous liability  piled  up  upon  a  diminutive  holding 
in  shares.  There  are  co-operators  who  are  of  opinion 
that  unlimited  liability  alone  is  calculated  to  bring 
out  what  is  called  the  "  co-operative  spirit."  How- 
ever, that  is  not  the  ground  upon  which  Schulze  and 
his  followers  base  their  preference.  They  value  it 
on  account  of  its  actual  utility.  The)t  recognise  its 
dangers.  Schulze  himself  has  described  it  as  a  "  two- 
edged  sword."*  But  they  consider  its  advantages  to 
outweigh  its  dangers.  And  it  is  only  fair  to  add  that 
unlimited  liability  does  not  appear  in  Germany  (and 
Austria),  where  people  seem  "to  the  manner  born," 
to  have  led  to  many  serious  losses. 
Capital  lobe  The  real  "  key -stone  "  of  the  system,  the  point  upon 
*^"''*"P-  which   all    its   practice   hinges,   and   by   the   degree   m 

which  societies  manage  to  attain  it  they  are  judged 
by  co-operators  of  Schulze's  school,  is  the  accumula- 
tion of  capital  "of  the  bank's  own."  Towards  that 
goal    all    methods    adopted    converge. 

Such  capital  is  to  be  created,  not  by  gift  or  by  lucky 
speculation,  but  by  the  members'  own  honest  efforts. 
This  is  the  foundation  upon  which  the  entire  scheme 
is  built  up.     The  societies  prid<;  themselves  upon  their 

•  Dass  die  auf  unbeschrankier  Solidarhaft  beruhende  Gcnossen- 
srhaft  in  ungesrhickten  Hi.nden  eine  sehr  gefahrliche  Waffe  sei,  die  in 
.icn  minder  beinittellen  Volksklassen  viol  Unheil  annchten  konne.- 
lUdtterJin  (Jcnossenscliafis-wcscn,  1S.S6,  p.  Hi,  .vj. 
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devotion  to  "  self-help,"  and  carry  "  self-help  "  even 
in  the  name  that  they  have  given  to  their  Union.  No 
demoralising  State -help  for  them  !  No  patronage  ! 
There  must  be  money  of  the  members'  own  even  to 
begin  with.  Schulze's  competitor  Raiffeisen  admits 
the  very  poor,  if  they  are  only  known  to  be  honest  ; 
and,  to  be  able  to  admit  them,  he  would  have  no  shares. 
Schulze  insists  that  a  man  wbo  enters  a  society  of  his 
must  be  able  to  take  up  a  share,  with  the  knowledge 
that  he  will  be  able  to  pay  for  it  in  reasonable  time — 
one  share  only  (except  in  a  few  societies)  ;  because, 
liability  being  unlimited,  one  share  is  sufficient  as 
security,  as  pledging  all  his  belongings,  but  a  share 
of  rather  substantial  amount,  at  least  £5.  At  that 
figure  Schulze  put  the  allowable  minimum  in  early  days  ; 
but  the  figure  has  long  since  been  raised  to  severally 
£15  under  unlimited  and  £25  under  limited  liability. 
Unlimited  liability  banks  are  supposed  to  require  the 
larger  equipment  with  money  ;  but,  as  a  matter  of  fact, 
it  is  the  unlimited  which  actually  have  the  larger 
shares.  There  are  societies  with  £30,  and  even  with 
£50  shares.  But  the  mean  figure  for  paid-up  shares 
now  stands  at  a  trifle  over  £17.  That  is  a  substantial 
figure   enough. 

Unquestionably  there  is  utility  in  large  shares — as  Large  Sha 
has  been  discovered  during  periods  of  tight  money. 
But  there  are  also  distinct  drawbacks.  In  any  case  the 
large  share  forms  a  barrier  to  admission,  not  unlikely 
to  keep  out  people  who  might  be  desirable  members. 
It  is  admitted  that  not  a  few  members  have,  under 
pressure  of  want  of  funds,  gone  out  of  their  societies 
simply  to  repossess  themselves  of  their  share -money, 
even  though  by  so  doing  they  sacrificed  their  non- 
returnable  entrance  fee — recommencing  after  that  their 
course  of  payment  by  instalments  for  a  new  share. 
Above  all  things,  large  shares — the  object  of  which  is 
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to  constrain  members  to  a  systematic  course  of  laying 
by  (whence  their  whilom  nickname  of  "  compulsory 
savings  banks  ") — are  as  apt  to  embarrass  banks  in 
full  times,  as  they  are  to  help  them  in  slack.  In  1895 
I  found  these  banks  overflowing  with  money,  and  doing 
all  that  they  could  to  reduce  share  capital  (which  by 
reason  of  the  dividend  is  dearer  than  loan  money) 
by  cancelling  shares,  and  prohibiting  the  payment  of 
further  instalments.  That  knocks  the  principle  of 
"  compulsory  saving  "  on  the  head.  Apart  from  this, 
I  have  found  banks  even  in  ordinary  times  keeping 
share  capital  down — one  very  prosperous  bank  limiting 
the  "paid-up"  part  of  its  £50  share  to  only  £5, 
another  permitting  only  £15  to  be  paid  up  on  its 
£37  IDS.  share.  Evidently  there  are  two  sides  to  this 
as  to  all  questions. 

Individual  societies  are  not  absolutely  under  the  con- 
trol of  the  leaders  of  the  movement.  But  in  general, 
Schulze's  banks  must  be  admitted  to  have  lived  up  to 
their  originator's  rule  of  much  share  capital — for  non- 
capitalist  banks.  The  1,022  societies  composing  the 
Union  and  numbering,  as  a  mean  figure,  614  members 
apiece — though  there  are  societies  with  many  thousands 
of  members,  just  as  there  are  also  others  with  only 
50  or  60 — returned  in  1908  215,092,833  marks 
(£10,754,641)  paid-up  share  capital,  which  means, 
as  observed,  £17  3s.  per  member. 
A  strong  Such    foundation   for   solvency   laid  at  the   outset   is 

Reserve  Fund,  systematically  broadened  from  )ear  to  year  by  generous 
allotments  to  reserve,  such  as  have  yielded  up  to  the 
present  89,249,982  marks  (£4,462,499)  in  the  1,022 
societies  mentioned,  that  is,  87,329  marks  per  society. 
Schulze-Delitzsch  societies  have  sometimes  been  found 
fault  with  for  paying  too  heavy  dividends.  However, 
such  dividends  have  not  been  paid  at  the  cost  of  the 
reserve.     In  point  of  fact,  Schulze  from  the  outset  saw 
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that,  in  view  of  the  unlimited  liability  engaged,  he 
must,  as  a  safeguard  to  members,  insist  upon  a  strong 
reserve  fund,  which  should  be  brought  up  to  10  per 
cent,  of  the  share  capital  as  quickly  as  possible,  but 
may  with  advantage  be  raised  to  50  per  cent.  We 
shall  see  presently  that  in  Italy  there  are  People's 
Banks  which,  although  they  are  under  limited  liability, 
yet  have  advisedly  and  very  prudently  brought  up  their 
reserve  to  more  than  the  share  capital.  Of  late  it 
has  been  contended  that  share  capital  is  not  the  proper 
standard  by  which  to  measure  reserve  funds,  but  that 
such  should  be  proportioned  to  actual  liabilities  ;  and 
some  few  banks — for  instance  the  Central  Bank  of 
Heide — have  actually  in  their  rules  applied  this  measure . 
But  in  general  this  is  not  an  altogether  easy  thing  to 
do  in  practice.  In  any  case  it  is  a  distinct  point  in 
Schulze's  programme  that  reserve  should  be  made  as 
strong  as  possible,  as  adding  to  the  capital  of  the 
bank's  own. 

Big  dividends  are  an  error  into  which — as  witness  Danger  of  big 
our  own  distributive  societies — all  forms  of  co-opera- 
tion are  easily  tempted  to  fall.  Between  the  com- 
peting calls  of  co-operative  spirit  and  good  paying 
selfish  business,  the  latter  is  almost  bound  sometimes 
to  carry  the  day.  In  the  case  here  under  considera- 
tion those  big  dividends,  which  have  mounted  up  to 
20  and  30  per  cent.,  in  one  case  even  to  more  than 
56  per  cent.,  have  their  cause  in  the  non -limitation  of 
interest  on  capital,  the  necessity  of  which  in  all  prob- 
ability Schulze — like  M.  Luzzatti  in  his  own  case — did 
not  foresee  when  starting  on  his  career.  There  was  no 
indication  then  to  show  with  what  willingness  capital 
would  come  forward.  And  capital  there  must  be.  It 
is  not  altogether  surprising  that,  overrating  its  coy- 
ness, Schulze,  to  be  on  the  safe  side,  did  not  stint 
allurements.       And    in    his    case    undoubtedly,    unde- 
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sirable  as  heavy  dividends  in  themselves  are,  there  is 
something  to  be  said  in  extenuation.  Members — that 
is,  shareholders — have  in  the  majority  of  cases  saddled 
themselves  with  unlimited  liability  on  behalf  of  the 
bank.  Such  liability  may  claim  to  be  paid  for.  It 
would  not  be  fair  to  remunerate  it  at  the  same  rate  as 
limited  liability,  which  runs  no  risk.  Beyond  this,  if 
it  is  taken  from  borrowers'  payme;nts,  borrowers  have 
been  distinctly  relieved  by  the  ministrations  of  these 
banks,  and  might  well  expect  to  be  charged  for  them. 
We  must  not  measure  what  happened  in  the  fifties 
and  sixties,  in  undeveloped  Germany,  by  a  British 
standard  of  the  twentieth  century.  Schulze's  customers 
had  been  in  the  habit  of  paying  20  and  30  per  cent. 
Receiving  their  advances  at  from  12  to  13  per  cent., 
with  a  trifling  commission  added — which  was  the  rate 
of  Schulze's  banks  in  those  early  days — meant  a  dis- 
tinct saving  to  them.  Happily  we  have  got  over  those 
expensive  times.  It  is  difficult  to  stop  existing  banks 
in  an  accustomed  practice.  However,  generally  speak- 
ing, dividend  has  now  come  down  to  about  6  per  cent, 
as  a  mean.  'The  last  reported  average  is  6.18  per 
cent.  The  average  interest,  by  the  way,  paid  for 
borrowed  money  (including  savings  deposits)  is  3.91 
per  cent.  Concurrently  with  it  the  rate  of  interest 
charged  on  advances  has  gone  down. 

Still  acting  with  a  view  to  material  strength,  which 
throughout  Schulze  made  his  main  aim,  he  laid  down 
some  other  regulations.  Only  strength,  so  it  will  have 
to  be  admitted,  can  ensure  independence.  And  inde- 
pendent these  societies  must  be  if  they  were  to  afford 
their  members  steady  credit,  unaffected  by  the  fluctua- 
tions of  the  great  market.  (How  rightly  he  judged  we 
shall  see  when  we  come  to  consider  ro-operative  banks 
founded  on  the  opposite  principle  of  dependence.) 
For  this  reason  Schulze  urged  his  banks  not  to  rely  to 


''CREDIT   associations:'  91 

excess  upon  loan  money — he  would  limit  the  propor- 
tion of  loan  money  to  money  of  the  bank's  own  as  four 
to  one.  And  such  loan  money  as  was  got  should  con- 
sist by  preference  of  savings  deposits,  which  as  a  rule 
constitute  both  the  cheapest  and  also  the  best  "  lying  " 
money.  Each  "  credit  association  "  was  to  try  to 
become  the  "  savings  bank  "  par  excellence  of  its  own 
district.  Seeing  that  at  the  close  of  1908,  868  of  these 
associations  reporting  on  this  item  had  477,955,811 
marks  (£23,897,790)  in  savings  deposits  on  their 
hands — that  is,  nearly  half  of  their  collective  loan 
capital  (1,050,344,140  marks),  including  cheque 
accounts — the  societies  cannot  be  said  to  have  proved 
altogether  untrue  to  their  master's  teaching.  And 
evidently,  with  such  results  to  show,  they  deserve  the 
praise  which,  in  1887,  speaking  in  the  House  of  Com- 
mons, Lord  Avebury  bestowed  upon  them  as  admirable 
substitutes  for  savings  banks  worthy  of  imitation  in 
this    country. 

As  regards  other  loan  capital,  the  readiest  and  most  Re-discounts, 
convenient  way  of  obtaining  such  would  be  by  redis- 
counts. For  capitalist  deposits  and  loans  are  apt,  in 
time  of  slack  business,  to  become  a  source  of  embar- 
rassment to  banks.  Rediscounts  are,  however,  just  the 
point  on  which  banks  let  in  the  adverse  influence  of 
the  fluctuating  great  market.  The  financial  crisis  of 
1907  has  made  it  quite  clear  how  right  Schulze  was  in 
urging  his  banks  not  to  rely  upon  them  to  excess  and 
not  even  to  employ  theit  credit  with  their  own  central 
bank,  when  they  had  it,  overmuch.  It  was  the  redis- 
counting  banks  which  suffered  most  by  the  crisis. 

The  strengthening  regulations  referred  to  above  have  Large 
regard  to  the  working  districts  of  the  banks,  and  to  their  5ended\iem- 
membership.     Strength  necessarily  presupposes  a  broad  bership. 
basis   and  a   maximum  number  of  supports.      Schulze 
would    not    heajr    of    limiting    membership    to    distinct 
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classes  or  callings.  The  more  members  there  were 
the  safer  would  the  bank  be,  and  the  less  would  its 
management  cost,  the  more  substantial  also  would  be 
the  security  which  it  had  to  oiifer.  Therefore  he  would 
not  limit  a  bank  to  any  particular  district,  but  leave  it 
to  the  bank  itself  to  determine  over  what  area  it  could 
with  safety  extend  its  services.  And  the  more  varied 
were  the  occupations  of  such  members  the  steadier 
would  be  its  foundation,  not  only  because — as  has 
already  been  shown — the  period  of  abundance  in  one 
calling  is  likely  to  coincide  with  a  period  of  want  in 
another,  neutralising  its  effect,  but  also  because  group- 
ing according  to  callings  is  only  too  apt  to  bring  out, 
instead  of  the  generous,  unselfish  spirit  of  co-operation, 
the  grudging,  grasping  spirit  of  self-interest.  We  see 
this  plainly  in  some  other  unions.  Schulze  hated  by- 
ends  as  much  as  ever  did  John  Bunyan,  and  he  would 
close  and  securely  bar  his  door  against  them. 

We  now  come  to  the  important  point  of  the  accord- 
ing of  credit. 

Businesslike  as  he  showed  himself  in  all  things  — 
businesslike  to  the  extent  of  horrifying  some  "  Chris- 
tian Socialists  " — Schulze  showed  himself  so  also  in  the 
provision  made  for  the  use  of  credit.  That  provision 
will  call  for  rather  fuller  explanation  presently.  Suffice 
it  here  to  say  that  Schulze  would  have  no  credit  allowed 
except  against  security,  and  that  by  preference  he 
would  have  such  security  made  i)crsonal.  "  Ce  qui 
me  plait  dans  les  hanques  populaires  c^est  qu^elles  font 
le  credit  personnel.''  By  such  words  Leon  Say  indi- 
cates his  own  distinct  preference  for  this  form  ot  credit. 
Some  of  Schulze's  banks  still  lend  out  money  on  the 
old-fashioned  security  of  mortgages.  It  is  not  neces- 
sary to  point  out  what  embarrassment  that  may  lead 
to  by  reference  to  such  extreme  cases  as  these — a 
theatre,  which  of  course  turned  out  a  white  elephant, 
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foreclosed  upon  at  Cannstadt,  and  a  watermill  pledged 
to  a  society  washed  bodily  away  by  the  flood — to  show 
how  very  undesirable  a  security  a  mortgage  is  to  a 
bank,  most  of  all  for  a  co-operative  bank  presumably 
endowed  with  only  comparative!)-  scanty  capital.  We 
have  Lord  Sydenham's  golden  rule  against  it,  accepted 
by  all  bankers  :  '*  Banking  is  an  easy  matter  enough, 
once  you  know  how  to  distinguish  between  a  bill  of 
exchange  and  a  mortgage."  Advances  on  mortgage 
are  strongly  discouraged  at  Schulze-Delitzsch  head- 
quarters. The  credit  given  should  be  personal,  but 
not  without  security  attachable  in  case  of  need.  What 
Schulze  would  say  to  the  practice  of  allowing  members 
blank  credit — of  course  within  limits — which  has  now 
become  not  altogether  uncommon,  I  do  not  know.  It 
is  only  fair  to  add  that  the  practice  has  been  found  a 
great  convenience,  and  that  it  does  not  appear  thus  far 
to  have  resulted  in  serious  loss  ;  and  also  that  the 
law  debars  the  societies  from  lending  to  any  one  except 
members,  who  are,  of  course,  known  to  their  society 
and  to  some  extent  under  its  control,  and  who  have 
paid  money  for  their  shares.  But  still  the  practice  does 
not  seem  good. 

And,  beyond  this,  Schulze  urged  societies  to  be  strict 
in  exacting  punctuality  in  repayment. 

It     may     be     convenient     now,     before     proceeding  Organisation 
to  a  discussion  of  the  particular  methods  adopted  in  societies 
the  actual   disposal   of  money  in  advances  and  loans, 
to    explain    the    organisation    by    which    Schulze    has 
sought  to   carry  his  principles  thus  far  set  forth  into 
effect. 

The  object  which  he  aimed  at  was,  of  course,  to 
ensure  a  maximum  of  efficiency  and  readiness  for 
prompt  action  in  the  Executive — which  cannot  func- 
tion well  without  such  attributes — combined  with  a 
maximum  capacity  for  checking  on  behalf  of  the  body 
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of  members,  whose  power  of  direct  supervision  is 
necessarily  limited  by  their  number,  even  in  a  small 
bank,  as  well  as  presumably  by  a  lack  of  ability  among 
the  majority. 

Under  the  law  as  it  stood  at  the  time,  allowing  full 
liberty  of  organisation,  Schulze  very  naturally  pro- 
vided for  the  election  of  a  rather  large  General  Com- 
mittee {Aufsichtsrath)  by  the  members  collectively,  at 
their  annual  meeting,  from  out  of  which  its  own  mem- 
bers were  in  their  turn  to  select  a  smaller  Executive 
{y  or  stand) — consisting  by  preference  of  three  only — 
that  being  considered  the  most  suitable  number — to 
attend  to  all  current  business.  No  special  provision 
was  made  for  skilled  fitness.  Under  this  system  of 
organisation  the  General  Committee  acted  at  the  same 
time  as  supreme  Executive  and  also  as  inspecting  body. 
That  was  a  simple  enough  form  of  organisation.  How- 
ever, Schulze  was  not  long  in  discovering  that  for  a 
bank,  the  soundness  and  success  of  which  must  neces- 
sarily depend  upon  very  effective  checking  and  the 
keeping  in  abeyance  of  personal  interests  in  the  govern- 
ing bodies,  it  was  not  ideal.  As  early  as  in  1869  he 
pleaded  openly  for  a  more  thorough  separation  of  the 
inspecting  body  from  the  governing.  The  law  of  1889 
carried  his  opinion  into  effect,  directing  that  the  two 
bodies  must  be  entirely  distinct,  separately  elected,  and 
with  all  possibility  cut  off  of  one  person  serving  on  the 
two.  It  is  not  often  that  the  law  by  its  interference 
renders  a  good  service,  but  in  this  case  it  undoubtedly 
did.  The  organisation  has  grown  stronger  and  more 
trustworthy  under  its  provisions. 

In  accordance  with  such  principles  the  Aufsichtsrath 
— whose  title  is  identical  with  that  of  "  Board  "  of  a 
joint-stock  company — indeed  retains  certain  preroga- 
tives of  governing  supremacy — under  the  General  Meet- 
ing,  from  which   it  derives  its  authority  ;    but   in  the 
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main  it  has  become  a  purely  inspecting  and  control- 
ling body.  The  actual  business  is,  as  heretofore, 
carried  on  by  the  Vorstand  of  three  members,  every  The 
one  of  whom  fills  a  distinct  office,  but  an  office  tern-  "Vorstand. 
porarily,  during  the  absence  of  one  or  other  of  the 
members,  interchangeable  with  the  others — a  body 
acting  collectively,  like  a  three -headed  managing  direc- 
tor, with  this  safeguard  introduced  (to  prevent  abuse 
of  authority),  that  every  act  performed  or  decision 
taken  requires  at  least  two  signatures,  carrying'  with 
them  joint  responsibility,  so  that  at  the  very  source  of 
each  exercise  of  authority  there  is  one  man  to  check 
the  other.  Members  of  the  Vorstand  are  appointed 
as  permanent,  salaried  officers  (who  are,  not  quite 
properly  in  my  opinion,  frequently  remunerated  by 
commission  on  "  business  "  as  well  as  by  fixed  salary), 
and  are  to  be  selected  purely  for  their  fitness,  which 
term  of  course  includes  trustworthiness.  But  as  time 
has  gone  on  and  business  has  increased,  the  question 
has  also  become  one  more  and  more  of  banking  capa- 
city, at  any  rate  in  banks  of  any  size.  The  members 
are  also  to  be  members  of  their  own  particular  bank  ; 
but  that  qualification  they  may  acquire  after  selection. 
They  are  formally  elected  by  the  General  Meeting, 
but  as  a  rule  on  the  proposal  of  the  Aufsichtsrath  or 
Committee,  which,  in  addition  to  superintending  them, 
in  not  a  few  societies  retains  this  attribute  of  supre- 
macy, that  it  is  entitled  in  urgent  cases  to  remove  the 
one  or  other  member  from  his  office,  subject  to  early 
confirmation  of  such  act  by  a  General  Meeting.  The 
Vorstand  are  allowed  considerable  latitude — subject  to 
subsequent  control.  And  there  can  be  no  doubt  that 
the  freedom  of  action  left  to  them,  increasing  their 
efficiency  as  an  executive  body,  is  in  a  large  measure 
answerable  for  the  workmanlike  administration,  and, 
therefore,  the  success  of  the  banksj.     Th.^  Vorstand  is, 


sichtsrath.'" 
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of  course,  required  to  meet  as  often  as  there  is  occa- 
sion,   which    means   that    in   the   large   banks   there    is 
daily  attendance.      The   subordinate  staff  of  the  bank 
is  under  the  orders  of  the  V  or  stand. 
The  "Auf-  The  Aiif sichtsrath  is  numerically  a  considerably  larger 

body,  elected  by  the  members  at  the  General  Meeting 
and  intended  to  be,  in  its  composition,  representative 
of  all  sections  of  the  membership.  Its  proper  business 
is  to  control — to  control  and  check  everything  that  is 
done — not  merely  to  audit  and  see  that  the  provisions 
of  the  law  and  the  rules  laid  down  are  observed,  and 
to  compare  the  cash  in  hand  with  the  accounts,  but 
also  to  inquire  whether  in  every  case  proper  security 
has  been  taken,  and  has  been  maintained,  and  in 
general  whether  the  Vorstand  has  rightly  exercised  its 
discretion.  It  is  not  too  much  to  say  that  in  the  bank 
everything  hinges  upon  the  manner  in  which  the 
Auf  sichtsrath  discharges  its  duties.  Its  inspection, 
being  inspection  by  local  men,  directly  interested  in 
the  bank,  and  cognisant  of  all  the  circumstances,  is 
absolutely  not  to  be  rejilaccd.  A  good  Auf  sichtsrath 
makes  a  good  bank  ;  and  wherever  loss  has  occurred, 
it  has  as  a  rule  crept  in  through  some  negligence  of  the 
Auf  sichtsrath.  Schulze  did  not  believe  in  gratuitous 
services,  quoting  against  such  the  scriptural  maxim  : 
"  the  labourer  is  worthy  of  his  hire."  Accordingly,  as 
a  rule,  even  members  of  the  Auf  sichtsrath  are  remu- 
nerated— the  members  of  the  Aufsichtsrath  generally 
by  fees  for  attendance.  However,  in  not  a  few  cases, 
such  services  are  now,  as  a  voluntary  act,  rendered 
gratuitously.  There  is,  of  course,  no  occasion  for  the 
Aufsichtsrath  to  meet  anything  like  as  frequently  as 
the  Vorstand.  But  it  is  expected  to  meet,  for  the  over- 
hauling of  business,  at  least  once  every  three  months. 
1  he  mischief  is  that,  as  business  has  grown,  it  has  in 
the    larger   banks    become    too   unwieldy    for   the    Auf- 
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sichtsrath,  acting  collectively,  and  having  only  limited 
time  at  its  disposal,  to  carry  through  carefully.  Hence 
the  resort,  practised  in  daily  increasing  ratio,  to  skilled  '  ' 
assistance  is  decidedly  to  be  welcomed.  Even  in  his 
day  Schulze  himself  was  led  to  decline  further  service 
on  his  Aufsichisrath  unless  a  skilled  accountant  were 
appointed  to  take  actuarial  work  off  the  Aufsichisrath' s 
hands.  Such  work  is  of  course  done  under  the  Auf- 
sichtsrath's  authority  and  subject  to  its  responsibility. 

Admission  to  membership  is  made  easy.  So  much  Election  and 
stress  is  in  each  case  of  a  loan  laid  upon  security  and  Membels."'  °^ 
the  observance  of  proper  rules  that  practically  every 
respectable  person  may  be  considered  eligible.  Schulze 
would,  as  observed,  not  have  members  who  did  not 
prima  facie  possess  the  means  for  maintaining  mem- 
bership. Those  who  were  too  poor  must  be  left  out- 
side. Otherwise  the  applicant  need  really  only  signify 
his  acceptance  to  the  rules— which  declaration,  bearing 
his  signature,  has  to  be  handed  in  at  the  law  court  of 
the  district,  acting  as  registry  office— and  pay  his  first 
instalment,  to  become  endowed  with  all  attributes  of 
membership.  The  entrance  fee  is  not  returnable  on 
resignation,  and  may  be  fixed  at  the  discretion  of  each 
society,  but  is  not  as  a  rule  large.  It  may  be  fixed 
per  head  or  per  share.  For  obvious  reasons  the  same 
facilities  are  not  given  for  retirement.  For  retire- 
ment means,  not  retirement  of  a  person  only,  but  also 
of  the  funds  which  such  person  has  Contributed  and 
of  his  liability,  on  which  the  society  depends.  Accord- 
ingly, notice  is  insisted  upon.  Such  notice  is  as  a  rule 
fixed  at  three  months,  but  may  legally  be  extended 
to  as  much  as  two  years. 

We  shall  now  have  to  consider  the  principal  business 
of  the  bank,  that  is,  the  granting  of  loans. 

,    Growing  business  requirements  have  necessitated  the  Methods  of 
recognition    of   a    considerable   variety   of   methods    of  Credit. 

P.B.  ^ 
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credit,  among  which  one  is  not  sorry  to  see  cash  credit, 
quite  on  the  lines  of  the  Scotch,  claiming  from  year  to 
year   a   more   prominent   position.      Lending,   however, 
as  a  matter  of  course,  began  with  the  simple  advance 
— so  much  money  for  so  long  a  time.     The  law  rightly 
allows  lending  only  to  members.     However,  members 
have  a  right  to  claim  that  things  should  be  made  easy 
for   them  ;     for   that    is    the   acknowledged   object    for 
which  the  bank  was  formed.     In  respect  of  pledgeable 
security   brought   to   the   societies,   their   practice   does 
not    differ    from    that    of    ordinary    banks.      So    much 
security,    recognised   as    sound,   whether   it   be   real   or 
personal,    will    entitle    to    so    much    credit.      However, 
a    co-operative   bank   may   be  expected   to    go   a   step 
further.      It   has   done   so   by   appointing   a   committee 
of  members— which  may  be  the  Council  or  a  distinct 
committee   elected   for   the   purpose,   to   wit,   the   Ein- 
srhdtzungscommission— to    value    the    qualification    for 
credit    of    each    member,    and    enter    the    figure    in    a 
The  •Credit     special  register,  the  Creditliste,  which  is  of  course  kept 
Register."         private   and    revised   from   time   to   time.      The    figure 
there  noted  tells  the  Vorstand  to  what  length  it  may 
give    each    man    credit— not    without    his    signing    an 
I.  O.  U.  or  acceptance  in  respect  of  the  loan— for  the 
question  is  not  one  solely  of  security  but  also  of  re- 
covery—but still  practically  on  the  ground  of  his  own 
estimated  sufficiency.     The  difficulty  about  this  busi- 
ness is  the  old  one  of  qiiis  custodiet  ipsos  custodes,  that 
is,   how  to  deal  with  those  who  have  a  voice  in  the 
granting  of  credits,  whom  it  would  be  manifestly  unfair 
to   exclude   from  the  privilege  of  borrowing,  but  who 
evidently  must  not  act  as  judges  in  their  own  cause. 
This  difficulty  is  as  a  rule  got  over  by  the  nomination 
of   a  distinct   committee  of  valuers  to   deal   with   such 

cases  only. 

Some   banks   supplement   the   register   spoken   of  by 
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tion  Record 
of  Advances. 


Other  registers,  card  catalogues  and  the  like,  applying 
not  to  borrowers  only,  but  also  to  their  sureties, 
whether  members  or  not,  in  which  carefully  prepared 
records  are  kept  of  all  past  transactions,  the  names  being 
entered  in  alphabetical  order.  These  helps  are  in  some 
cases  found  exceedingly  useful.  You  can  tell  from  them 
how  each  call  was  met,  whether  there  were  difficulties, 
how  the  parties  have  behaved.  And  the  record  of  the 
past  is  made  to  serve  as  a  guide  for  the  future. 

On  grounds  of  practical  utility  the  acceptance  has  The  Accept- 
long  since  become  the  favourite  record  of  a  loan,  not  u^e^ReTiT' 
only  on  account  of  its  advantages  already  enumerated.     '^    '^"'' 

The  acceptance  is  found  to  constitute  in  every  respect 
the  most  convenient  instrument,  not  least  so  because 
it  helps  to  secure  that  "  liquidity  "  of  funds  which 
Schulze  was  rightly  ever  anxious  to  see  maintained. 
An  acceptance  may,  in  case  of  need,  easily  be  passed 
on  to  some  other  bank,  so  that  it  may  be  said  to  con- 
tain in  itself  the  power  of  making  more  money.  Its 
selection  was  furthermore  favoured  by  Schulze's  insist- 
ence—in respect  of  which  his  successors  in  office  fully 
maintain  his  teaching— on  short  terms  only  for  ordi- 
nary credit,  by  preference  three  months,  which  is  the 
accepted  running  time  for  negotiable  bills.  Such  short 
terms  ensure  the  further  advantage  of  keeping  the 
borrower  well  in  hand.  Renewals  are  pretty  freely 
granted— in  some  banks  very  freely.  Of  3,680,532,701 
marks  (£184,026,635)  lent  in  1908  by  1,022  Schulze- 
Delitzsch  banks,  743,889,165  marks  (£37,194,453) 
were  renewals.  But  every  renewal  has  to  be  asked 
for  ;  and  to  unsatisfactory  borrowers  an  answer  in 
the  negative  is  well  within  the  bounds  of  possibility. 
For  not  a  few  purposes,  however,  short  terms  are  of 
no  use,  and  members  borrowing  for  such  purposes 
have  a  right  to  expect,  provided  that  their  case  is 
good,   that   they  will   not   be   sent  empty  away.      Very 

H    2 
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needless  controversy  has  taken  place  with  regard  to 
this  point.  The  truism  that  a  bank  can  obviously  not 
lend  money  for  longer  than  itself  has  received  it  for 
has  been  pressed  to  quite  undue  lengths.  As  a  matter 
of  fact  practice  has  settled  readily  what  theory  pedan- 
tically still  stickles  over.  This  is  not  only  a  question 
of  borrowers'  needs.  Banks  have  money  to  deal  with, 
and  employment  is  not  always  readily  to  be  found. 
The  sound  rule  about  keeping  funds  "  liquid  "  is  quite 
sufficiently  to  be  met  without  the  adoption  of  hard 
and  fast  rules.  In  the  end  theorists  have  allowed 
banks  a  right  to  deal  for  longer  terms  than  usual  with 
money  of  their  own.  However,  managers  having 
money  to  invest  and  good  cases  before  them,  are  not 
careful  to  inquire  whether  the  money  that  they  deal 
with  is  the  bank's  own  or  borrowed.  I  have  found 
that  credits  have  been  renewed  with  perfect  safety — 
the  security  being  good— and  to  the  bank's  benefit, 
for  ten  and  even  twenty  years. 
Credit  secured  The  acceptance  is,  as  observed,  a  very  convenient 
Hand ^^  °^  instrument  of  credit.  But  it  does  not  in  every  instance 
suit  the  borrower.  The  German  law  with  regard  to  ac- 
ceptance is  very  severe.  M.  Durand  calls  it  "  draconic." 
Hence  the  simple  note  of  hand  has  in  many  cases  had 
to  be  accepted  in  lieu  of  it.  In  1908,  in  1,022  Schulze- 
Delitzsch  banks,  215.542,908  marks  (£10,777,195) 
were  lent  out  simply  on  note  of  hand  or  I.  O.  U.,  as 
against  882,587,337  marks  (£44,129,867)  lent  out 
on  acceptance  from  the  borrower — not  counting  bills 
of  exchange  brought  to  the  banks  for  discount,  the 
total  of  which  amounted  to  1,007,886,468  marks 
(£50,394,323).  The  last-named  used  to  be  the 
favourite  form  of  credit,  as  best  ensuring  genuine 
business  employment  and  involving  least  risk,  till  cash 
credits  became  popular. 

As  between  acceptance  and  simple  note  of  hand,  the 
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general  rule  is  that  the  latter  should  be  taken  only 
for  small  amounts,  within  a  limit  set,  whereas  the 
former  is  employed  for  larger  sums.  There  is  still, 
as  already  stated,  some  lending  on  mortgages,  which 
old-fashioned  people  persist  in  regarding  as  an  ideal 
security,  although,  apart  from  such  miscarriages  as 
have  been  already  instanced,  they  in  every  case  possess 
the  disadvantage  of  locking  up  the  money  employed  for 
an  inconveniently  long  time.  The  sums  outstanding 
on  this  security  in  1908  amounted  to  20,286,205  marks 
(£1,014,310).  That  is  not  much  in  comparison  with 
the  total  of  £184,000,000  lent  out,  but  it  is  still  more 
than  there  should  be.  One  is  thankful  to  see  the  figure 
declining  ;  but  it  first  went  up  six  years  ago.  People 
at  headquarters  are  thorough  believers  in  Lord  Syden- 
ham's "  golden  rule  "  already  quoted,  and  keep  warning 
against  mortgages.  Cash  credits  amounted  in  1908,  Cash  Credit. 
once  more  in  respect  of  1,022  banks — or  more  cor- 
rectly in  respect  of  590  out  of  that  number — to 
1,554,229,783  marks  (£77,711,489).  Such  credits 
are  in  each  case  secured  in  some  way  or  other,  and, 
whatever  the  security  proper  given  may  be,  it  is  usual 
for  greater  convenience  to  hold  an  acceptance,  undated, 
the  date  on  which  may  be  filled  in  at  any  time,  at  the 
discretion  of  the  bank.  The  latter  of  course  safe- 
guards itself  against  abuse  of  such  credits,  and  will  not, 
among  other  things,  allow  them  to  remain  "  dead." 
In  view  of  possible  abuse  the  credit  is  made  revocable 
at  pleasure.  There  are  one  or  two  minor  forms  of 
credit,  which  scarcely  call  for  much  notice.  One  such 
is  the  discounting  of  book -debts,  which  was  begun  in  Discounting 
the  very  early  days  of  Schulze-Delitzsch  banking,  and  of  Book  debts 
is  now  once  more  being  much  discussed,  with  an 
evident  desire  on  the  part  of  some  societies  to  rehabi- 
litate it.  It  is  not,  however,  favoured  at  headquarters. 
What   has    been    said  will  probably  make    the  various 
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methods  of  practising  credit  sufficiently  clear  for  pre- 
sent purposes.  It  is  to  be  assumed  that  the  safeguards 
adopted — valuation  of  members  for  purposes  of  credit, 
careful  examination  of  the  security  given  from  time  to 
time,  keeping  loans  short,  and  insisting  on  prompt  pay- 
ments— have   proved  effective  ;    for  the  percentage  of 

Losses.  losses   Occurring    is    very   trifling.      It   amounted    in   a 

rather  bad  year  (1908)  to  only  2.93  marks  (less  than 
three  shillings)  per  member  on  a  total  turnover  of 
12,452,499,625  marks  (£622,624,981).  There  were 
losses  in  330  societies.  Previous  to  1899 — in  which 
year  the  great  craze  for  speculation,  which  carried 
Germany  along,  had  at  any  rate  something  of  a  sym- 
pathetic effect  upon  members  of  co-operative  banks, 
and  drove  the  figure  up  to  over  three,  in  one  year  to 
nearly  five  shillings  per  head — it  stood,  as  a  rule,  well 

Management     below  two  shillings.      Management  expenses  are  kept 

Expenses.  down  by  the  comparative  size  of  the  societies  ;  the 
more  m.embers,  the  less  per  cent*,  expenses.  Banks  try 
to  keep  themselves  of  a  fairly  good  working  size  ;  and 
the  tendency  now  seems  to  be  towards  spreading  out 
over  a  wider  area,  in  consequence  of  which  a  recent 
Congress  has  by  resolution  recommended  an  institu- 
tion which  will  have  to  be  more  fully  explained  when 
we  come  to  consider  the  practices  of  one  or  two  typical 
banks,  namely,  the  employment  of  "  confidential  ad- 
visers "  to  assist  the  Committee  with  information, 
stationed  in  outplaces. 

,-        ,  In    conclusion,    under    this    particular    head    of    the 

General  '  ' 

"  Banking.'  banks'  busincss,  it  deserves  to  be  noticed  that  in  course 
of  time,  from  being  in  the  main  mere  credit  and  savings 
banks,  the  Credit  Associations  have  become,  generally 
speaking,  genuine  "  banks  "  for  their  particular 
clientele,  opening  drawing  accounts,  purchasing  and 
selling  shares  and  bonds,  and  doing  all  thai  modern 
usage  requires  from  a  jjusiness  bjank. 


'^CREDIT   ASSOCIATIONS."  103 

From  what  has  been  said  the  general  principle  and   Variety  ot 

also  the  practice  of  co-operative  banks  of  the  Schulze-  fjfg^g^n^s 

Delitzsch  type,   regarded   in  their  individual   capacity, 

ought    now   to    be   fully   understood.      It   will    still   be 

shown  how  these  banks  have  managed  to  fortify  their 

system  by  means  of  collective  action.     But  before  this 

is  done  it  may  not  be  amiss  to  illustrate  their  individual 

way  of  carrying  on  business  by  a  few  examples  which 

have  been  selected,  more  in  particular  with  a  view  to 

meeting     a     most     mistaken     impression — which     has, 

through  the  ignorance  of  those  who  set  up  for  teachers, 

found  its  way  also  into  the  United  Kingdom — to  the 

effect    that    the    Schulze-Deli'tzsch    banks    are    purely 

"  urban  "  institutions,  as  it  has  been  called,  unqualified 

to   render   any  service  to  agriculture.      No   impression 

could  be  worse  founded.     There  is  nothing  exclusively 

"  urban  "  about  such  banks.     There  are  circumstances 

under  v/hich  another  system  appears  preferable  in  rural 

districts,  and  those  circumstances  were  recognised  by 

Schulze  himself  when  he  directed  that  poor  people  must 

be  kept  out   of  his  banks.     They  turn  rather  on  the 

presence    or    absence    of   available    ready   means    than 

upon    surroundings.       Schulze's    system    is,    in    truth, 

applicable  wherever  people  are  found  willing  to  take  it 

up,   being  possessed   of  sufificient  means   and  business 

knowledge    to    do    so.      It   was    first    intended   for    the 

jobbing  artisan.      It  has  been  found  largely  useful  for 

the  larger  man  of  business  and  the  moderately -endowed 

man    of    no    business.      There    is    no    reason   why    the 

regular  wage -earner,   so   far  as  his   circumstances   call 

for   the   assistance   of   a   credit   bank,    should   not    find 

his  account  in  it — in  our  country  that  would  probably 

be  in  a  modified  form  of  which   I   shall  still  have  to 

speak.     In  his  corporate  capacity  he  would  certainly, 

in    his    various    associations,    dealing    with    money    and 

collecting  deposits,  find    it    beneficial.      And,  it  has  done 
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Credit  to  verv    great    things    indeed    for    agriculture — calculated 

Agriculture.      ^^  monev,  it  may  be,  more  than  other  systems.     Agri- 
cultural    members — more     particularly     medium     and 
smaller    farmers    and    cultivating    owners — have    for    a 
long  time  back  figured  at  the  top  of  the  list  of  callings 
represented  among  its  adherents.     At  the  present  time 
their  figure  stands,  collectively  speaking,  at  27.05  per 
cent,  of  the  entire  membership,  with  2.53  per  cent,  of 
employees  to  support  them  ;    whereas  jobbing  artisans, 
the  class  that  follow  next,  muster  only  23.76  per  cent. 
And  the  proportional  number  of  agricultural  members 
has   for   some  time   kept   steadily   increasing.      People 
do  not  usually  join  a  movement — of  sixty  years'  stand- 
ing,  be   it   remembered — when  they  fail  to   find  their 
account  in  it.     No  doubt,  according  to  the  exposition 
of   theorists,    their   application   to   agriculture   presents 
difficulties.       However,    practice    has    long    since    dis- 
covered   how   to    get    over   such.     The    main    difficulty 
is  the  length  of  time  for  which,  for  agricultural  uses, 
money  is  as  a  rule  required.     There  are  various  ways 
of  meeting  that  difficulty.     A  strong  bank  with  active 
business  of  other  kinds — which  business  is,  so  to  put  it, 
made  to   carry  slow -going  agricultural  business  along 
with  it — can  atlord  to  overlook  the  difficulty  altogether. 
So  it  is  in  the  case  of  the  Augsburg  bank,  about  to  be 
quoted   as   an    instance,    which    calls    itself   specifically 
"  agricultural,"  but  returns  only  about   20  per  cent,  of 
all    its    business    as    strictly    speaking    "agricultural." 
The  Gotha  bank,  likewise  to  be  mentioned,  is  enabled 
to   assist   agriculture  by   reason  of   the   ample   savings 
deposits  which  come  pouring  in  to  make  "  good,  lying 
money."     Apart  from  the  town  of  (lOtha  its  genuinely 
"  agricultural  "    membershii)    amounts    to    more    than 
50  per  cent,  of  the  whole.     In  a  small  bank  like  that 
of   Walldorf,    on   such   reduced   scale,    the   question   of 
supply  and  demand  is  apt  to  regulate  itself  in  another 
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way.  It  is  difficult,  generally  speaking,  to  distin- 
guish nicely  between  "  agricultural  "  and  "  non-agri- 
cultural "  loans.  They  are  not  very  well  to  be 
separated.  An  inquiry  was  made  in  a  number  of 
Schulze-Delitzsch  banks  in  1885,  when  it  was  found 
that  545  such  banks,  having  among  them  270,808 
members,  72,994  of  whom  were  purely  agriculturists, 
lent  out  to  these  latter  no  less  than  £6,982,996,  about 
one -fifth  of  their  aggregate  lending  ;  and  that  in  1894, 
again,  546  such  banks,  having  among  them  261,521 
members,  82,513  being  purely  agriculturists,  lent  out 
to  these  £8,853,751 . 

The   following   examples,   taken   from  actual   experi- 
ence, may  serve  to  make  the  matter  clear. 

There  is,  first,  the  great  "Agricultural  Credit  Asso-  The  Credit 
ciation  "  of  Augsburg,  the  premier  bank  of  the  whole  ^ssoaation  of 
connection.  It  is  really  not  a  Schulze-Delitzsch  bank 
at  all,  in  the  strict  sense  of  the  term,  though  it  has  for 
practical  reasons  attached  itself  to  the  Union.  But  the 
differences  in  the  two  systems  are  so  absolutely  trifling 
as  practically  not  to  come  into  account.  The  bank  was 
originally  created  for  the 'benefit  of  agriculture,  and 
endowed  at  that  time  m  part,  and  of  course  more  than 
correspondingly  controlled  and  directed,  by  the  State. 
That  State  interference  the  director,  Herr  Hederer, 
soon  saw,  must  be  got  rid  of  at  all  costs.  It  was  so, 
and  with  it  the  State  endowment,  and  the  bank  is  all 
the  stronger  for  the  loss.  True  to  Schulze-Delitzsch 
rules,  the  bank  adopted  unlimited  liability,  and,  to  raise 
ample  money,  it  issued  large  shares  of  £50  apiece, 
of  which  members  were  allowed  to  take  several.  Since 
1889  not  only  has  this  plurality  of  holdings  been 
rigorously  eliminated  from  the  system — except  in  the 
case  of  older  members,  who  are  allowed  to  retain  two  as 
the  maximum  number — but,  moreover,  in  the  case  of 
new   members,   the   bank   declines   to  allow   more  than 
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one-tenth,  that  is,  £5,  to  be  paid  up.     That  small  pro- 
portion   may   be    paid   up   by   instalments   of   as   little 
as    25.   a   month.      The   bank   has    now   about    13,000 
members,     who    have    among    them    paid    up    about 
.^gOjOOO.     (The  share  capital  has  recently  been  advisedly 
reduced.)      The    reserve    fund   accumulated   represents 
£38,000  more.     The  bank  is  administered,  like  ordi- 
nary Schulze-Delitzsch  banks,  by  three  directors,  form- 
ing the  Vorstand,  and  a  Council  of  Inspection  of  nine, 
which  nominally  decides  upon  the  loans  to  be  granted, 
all   materials   for   decision  having  been   got   ready  for 
it  by  the  directors  and  the  staff.     The  admirable  and 
complete   way    in   which   all    information   required   for 
reference    is    kept,    always    handy,    well    arranged    in 
boxes,  books,  and  card  catalogues,  is  particularly  de- 
serving of  notice.     The  bank  grants  every  year  about 
£1,300,000  to   £1,400,000  in  loans.     All  such  loans 
are  under  the  Act  of  1889  restricted  to  members  only, 
and    accordingly    not    a   few    members    go    "  in  "    and 
"  out  "  just  as  convenience  may  prompt  them  to  join 
or  to  resign.     Of  all  that  lending  only  about  £240,000, 
that  is,  about  one-fifth,  is  done  to  agriculturists,  scat- 
tered   over    the    whole   of   Bavaria.      There    are   about 
7,500  of  these,  and  in  the  course  of  a  year  the  bank 
probably    grants    7,000    or    8,000    agricultural    loans, 
amounting  on  an  average  to  £30  each,  though  some  of 
them   mount   up   to   £1,500  and  more.      The  smallest 
do  not  exceed   50s.     Much  industrial  lending  is  done 
by  means  of  cash  credits.     For  agricultural  purposes 
that    method    is    found    inconvenient,    because    trans- 
actions are  too  few.     Therefore  borrowers,  as  a  rule, 
raise   money   on   acceptances  or   promissory  notes,   on 
which   generally   both   the   date   and   the   name   of  the 
jiayee   arc  left   blank,   in  order   that   both   the  expense 
of  a  fresh  stamp  on  renewal  and  the  trouble  of  obtain- 
ing  new   indorsements   may   be   avoided.      Such    loans 
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are  held  on  from  three  months  to  three  months,  the 
longest  term  allowed  for  borrowing  without  repayment 
of  any  kind  being  eighteen  months.  Provided  that 
part -repayments  are  made,  the  loan  is  often  allowed 
to  go  on  for  a  long  time,  five  years  and  more,  according 
to  circumstances.  The  interest  charged  is  generally 
speaking  about  5  per  cent.,  but  commissions  raise  it 
practically  to  6f  per  cent.,  all  of  it  payable  in  advance. 
The  losses  sustained  have  in  the  thirty -eight  years  of  the 
existence  of  the  bank  proved  so  trifling  as  practically 
not  to  come  into  account.  Alike  for  its  own  conveni- 
ence and  for  that  of  members  living  at  a  distance, 
the  bank  has  stationed  agents  all  over  its  province, 
wherever  there  appeared  to  be  an  opening  and  wher- 
ever a  suitable  man  could  be  found.  It  is  the  special 
office  of  one  of  the  directors  to  appoint  these.  There 
are  in  all  something  like  250  agents,  generally  mer- 
chants or  tradesmen  in  a  good  position  in  their  par- 
ticular locality,  remunerated  at  the  rate  of  -J  per  cent. 
on  business  done  through  them.  None  of  these  agents 
have  a  definite  district  assigned  to  them.  Any  member 
is  free  to  apply  to  any  one  of  them  for  a  loan.  But 
should  he  go  far  afield  to  make  his  application,  when 
he  has  an  agent  near,  of  course  inquiry  is  instituted 
into  the  presumable  cause  of  such  proceeding.  There 
appears  to  be  considerable  scope  for  the  exercise  of 
energy  in  such  agencies,  for  one  of  the  directors  told 
me  of  one  agent  who  had  in  a  little  time  increased  his 
takings  in  commission  from  nil  to  something  like 
£40  or  £50  per  annum.  The  agent  is  given  no  power 
whatever.  He  simply  forwards  applications,  makes 
inquiries,  advises  the  Central  Bank,  and  pays  out  moneys 
at  his  principal's  direction.  It  is  the  authorities  at 
Augsburg  who  decide  on  the  applications  made.  The 
better  to  be  able  to  form  a  judgment,  they  secure  the 
assistance  of  a  confidential  agent  in  each  district,  who 
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is  unpaid,  and  whose  name  and  person  it  nas  proved 
practicable  to  keep  altogether  secret.  By  such  means 
the  bank  manages  to  serve  a  very  large  district  effec- 
tively and  with  safety.  And  its  services  appear  to  be 
appreciated  ;  for  its  position  keeps  improving. 
Insterbui^  To  take  another  bank,  very  differently  conditioned — 

there  is  that  of  Insterburg,  in  Eastern  Prussia,  reputed 
one  of  the  best  banks  in  the  Schulze-Delitzsch  Union. 
This  bank,  founded  in  i860,  has  a  smaller  area  in 
which  to  carry  on  its  business,  and  its  members' 
roil  does  not  exceed  4,244,  about  1,400  being  persons 
engaged  in  agriculture,  and  cultivating  from  2.5  to 
about  2,500  acres  each.  A  share  capital  of  £98,338, 
supported  by  £23,380  reserve  funds,  with  £247,000 
deposits,  which  is  considered  more  than  ample  for 
actual  requirements,  enables  the  bank  to  dispose  of 
about  £1,749,523  annually  in  loans,  at  rates  of  interest 
varying  from  4},  to  6  per  cent.,  according  to  the 
"  quality  "  of  the  borrower,  of  which  amount  probably 
more  than  half  goes  to  agriculture  in  amounts  varying 
from  as  little  as  5s.  up  to  £1,500,  but  averaging  gene- 
rally £17  los.  The  lending  is  always  done  on  accept- 
ances or  promissory  notes,  drawn  for  three  months 
at  a  time,  but  renewed  on  very  easy  terms — that  is.  in 
consideration  of  very  trifling  repayments — so  that  there 
are  loans  outstanding  which  have  run  for  fifteen  and 
even  twenty  years.  For  the  purpose  of  providing 
information  as  to  the  qualification  of  borrowers,  the 
bank— which  confines  its  operations  to  the  area  of 
something  like  a  petty  sessional  district — has  con- 
fidential agents  stationed  in  various  localities,  all  of 
them  being  members  of  the  bank,  unremunerated,  and 
all  of  them  considered  persons  who  may  be  relied 
ujx)n  to  give  trustworthy  information,  not  only  in 
consideration  of  their  established  character,  which 
determines  their  selection,  but  also  because  their  un- 
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limited   liability   pledged   to   the   bank   makes   it   their 
interest  to  do  so. 

The    Credit   Association   of   Gotha    is   another    bank  Gotha. 
often  held  up  as  an  example  in  respect  of  its  agricul- 
tural lending.     This  is  a  bank  which  has,  by  a  long  and 
successful   practice,   made   good   its   hold  upon   almost 
the   entire   little   Duchy   of   Gotha.      It   is   particularly 
popular    as    a    savings    bank,    and    twice    a    week,    on 
market  days,  its  office  is  more  than  crowded  with  de- 
positors.    The  general  centralisation  of  local  business 
life  in  the  little  capital  of  course  helps  the  bank  very 
materially  to   obtain  information  with  respect  to  bor- 
rowing members.     To  inform  itself  more  fully,  it  has 
more   than   fifty   local   committees,    consisting   of   from 
three   to   five   persons  each,   understood  to  be   men  of 
independent   position,    and   therefore   likely   to   be   un- 
biassed,  appointed  in  various  localities.      These  com- 
mittees subject  all  applications  made  for  loans  in  their 
district  to  a  careful  investigation,  and  advise  the  bank, 
each  member  by  himself,  writing  down  their  answers 
to  the  questions  put  on  printed  forms,  and  forwarding 
these,   folded  like  voting  papers,  to  the  central  office, 
which   holds   i'tself  in  no  way  bound  by  the   opinions 
expressed,  but  decides  absolutely  at  its  own  discretion. 
The  questions  asked  of  agents  are  put  mainly  with  a 
view  to  ascertaining  whether  the  applicant  is  a  trust- 
worthy  person   and   doing  a   good  business,   not   what 
he  is  actually  worth.      In  a  stable  and  steady  popula- 
tion like  that  of  the  Duchy,  it  is  not  difficult  by  this 
means  to  avoid  bad  business.      The  local   committee- 
men   receive    a    very    small    commission    on    business 
negotiated,  which  very  often  goes  in  a  harmless  little 
common  jollification  at  the  end  of  the  year.     It  does 
not  amount  to  very  much.     By  such  means  the  bank 
manages  to   cater   financially,   very  effectively,   for  the 
3,000  or  so  of  its  members    (out  of  a  total  of  4,000) 
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settled  in  villages.  They  are  not  necessarily  all  agri- 
culturists ;  many  arc  tradesmen  or  artisans.  The 
loans,  though  granted  in  each  instance  for  three  months 
only,  are  readily  renewed  up  to  thirty,  provided  that 
one -tenth  is  paid  off  at  each  renewal.  Strong  in  its 
command  of  money,  the  bank  renders  very  useful 
service  in  lending,  not  only  to  individuals,  but  also 
to  agricultural  supply  associations,  co-operative  dairies, 
societies  letting  out  threshing  machines,  cattle-breeding 
and  sheep-raising  associations,  and  similar  bodies  prac- 
tising co-operation  in  the  service  of  agriculture,  as 
well  as  to  village  councils  and  other  local  bodied. 
The  bank  lends  out  annually  about  £563,060. 
A  small  Bank:  To  quotc  a  fourth  instance— there  is  the  little  village 
Waiidort.  ^^^^  Qf  Walldorf  near  Meiningen,  a  very  much  smaller 

institution,  but  of  the  same  type,  which  has  a  capital 
of  only  £1,750,  and  about  200  members,  in  a  village 
peopled  by  about  1,500  inhabitants.  It  has  its  regula- 
tion three  officers,  one  of  whom  is  the  schoolmaster, 
who  receives  an  annual  salary  of  £15.  His  two 
colleagues  between  them  receive  only  £11.  In  so  small 
a  place  of  course  neither  confidential  agents  nor  local 
committees  are  required.  The  Council  of  Control  and 
the  Committee  know  pretty  well  all  that  it  is  requisite 
to  know  about  applicants  for  loans.  They  manage  to 
lend  out  annually  about  £1,750,  not  counting  cash 
credits,  of  which,  when  I  was  in  the  place,  there  were 
nine  outstanding,  amounting  in  all  to  £i,'240.  The 
maximum  loan  allowable  to  one  person  is  £300.  I 
ought  to  mention  that  in  this  bank,  as  a  departure  from 
ordinary  Schulze-Delitzsch  practice,  all  money  is  lent 
simply  on  note  of  hand,  no  promissory  notes  being 
employed.  There  are  practically  no  losses,  and  the 
management  expenses  total  up  to  about  £50  a  year, 
including  salaries.  The  little  bank,  which  has  been 
growing    since     1869,    has,    I    may    add,    successfully 
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managed  to  oust  a  usurer  from  the  village  who  was  a 
curse  to  the  district.  What  pleased  me  particularly 
in  this  bank  was  the  close  touch  and  active  interest 
maintained  among  members,  not  a  usual  feature  in 
Schulze-Delitzsch  Banks,  but  to  be  accounted  for,  of 
course,  in  this  case  by  the  smallness  of  the  district  and 
the  absence  of  other  objects  of  interest. 

I  must  quote  just  one  bank  more,  because  it  appears  to  Cosel. 
me  particularly  interesting  by  reason  of  its  locality  and 
peculiar  circumstances.    The  bank  of  Cosel,  in  Silesia, 
is  situated  in  a  district  almost  entirely  agricultural,  and 
still  rather  primitive  in  its  institutions.    The  population 
to    a    large   extent    consists    of    Poles,    some    of   whom 
are   so   illiterate   that   the   bank   managers   have   found 
themselves  constrained  to  dispense  in  many  cases  with 
those  written  applications  and  receipts  which  are  other- 
wise held  to  be  absolutely  indispensable.     Very  much 
of  the  work  has  to  be  done  by  verbal  instruction,  such 
as  pointing  out  to  the  sureties  that  it  is  to  their  own 
interest  to  watch  over  the  men  for  whom  they  go  bail, 
and  prevent  the  bank  from  suffering  loss.     In  spite  of 
all  this  the  losses  sustained  are  so  trifling  that  within 
fifteen  years,  on  a  business  amounting  to  £6,400,000, 
not  more  than  £1,300  has  had  to  be  sacrificed.     The 
bank    was    originally    started    as    an    industrial    bank. 
Agriculturists,  however,  soon  found  out  its  value,  and 
came  crowding  in  in  such  numbers  that  some  time  ago 
they   represented   about    67    per   cent,    of   the   total    of 
members,  the  number  of  whom  is  over  2,900.     There 
are  agriculturists   of  every   description,   some   of  them 
substantial     yeomen,     owning     600    acres    and     more, 
others     small     illiterate     peasants.        The     bank     has 
a    capital     of    about     £20,000,    with    about    £19,000 
accumulated    as    reserve     fund,     and    generally    about 
£150,000    of    savings    in    its    keeping.      Most    of    its 
money    is    lent    for    comparatively   long   terms.      It    is 
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interesting  to  note  that,  on  an  average,  loans  contracted 
to  make  good  a  deficiency  in  the  crops,  or  due  to  some 
other  accidental  misadventure,  are  repaid  in  about  two 
years  ;  loans  contracted  for  the  purchase  of  live  stock 
in  three  ;  and  loans  contracted  for  acquiring  land  or 
putting  up  buildings,  or  else  for  carrying  out  agricul- 
tural improvements,  in  from  six  to  eight  years.  The 
bank  never  presses  borrowers  unduly,  but  is  of  course 
careful  to  make  sure  that  the  money  will  come  back  to 
it.  For  purjDOscs  of  inquiry  it  maintains  its  own  repre- 
sentatives in  different  localities,  but  it  appears  to  rely 
really  more  upon  the  self-interest  of  sureties,  whom 
it  does  not  accept  without  adequate  inquiry.  To  serve 
a  <7 was/ -detached  district,  some  distance  from  Cosel, 
which  includes  about  thirty  villages,  the  bank  main- 
tains a  distinct  branch  establishment  in  the  Moravian 
settlement  of  Gnadenfeld,  which  forms  the  centre  of 
that  district.  There  is  an  accredited  agent  at  Gnaden- 
feld— a  local  tradesman,  who  receives  a  commission  of 
lo  per  cent,  on  all  interest  collected.  He  has  no  voice 
in  the  granting  of  loans,  but  merely  transmits  applica- 
tions and  information.  The  practice  has  proved  per- 
fectly satisfactory.  In  all  there  are  about  200  parishes 
in  which  the  bank  does  business,  lending  out  annually 
about  £600,000.  To  be  able  to  do  this  it  Ijorrows  at 
times  considerable  sums  from  other  banks,  which  it 
finds  that  it  can  do  without  difficulty. 

These  five  instances,  taken  from  different  districts,  in 
widely  different  parts  of  Germany,  and  representing 
typical  cases,  demonstrate,  I  should  say,  with  sufficient 
clearness  that  banks  of  the  Schulze-Delitzsch  type  are, 
when  well  officered,  and  managed  with  common  sense, 
perfectly  capable  of  meeting  the  requirements  of  agri- 
cultural credit,  so  far  as  they  are  strong  in  capital  or 
credit,  or  else  in  steady  receipt  of  deposits. 

What  has  been  said  will,  so  it  may  be  hoped,  have 
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made  clear  the  practice  of  Schulze-Delitzsch  credit  Combined 
associations  as  individual  organisations.  But  it  soon  ^ction  among 
came  to  be  perceived  that,  if  the  societies  were  to  -Wiations. 
maintain  their  recognised  high  standing,  and  also  to 
become  a  national  benefit,  they  must  not  be  left  to  act 
every  one  wholly  by  itself,  but  means  must  be  found 
for  concerting  united  action.  Co-operation  must  be 
practised  among  societies  as  well  as  among  indi- 
viduals. Interference  with  the  business  of  any  par- 
ticular bank,  of  course,  there  could  not  be.  Each  bank 
must  stand  upon  its  own  responsibility  and  answer 
absolutely  for  itself,  being  left  free  to  do  as  it  might 
think  best.  But  there  was  such  a  thing  as  common 
counsel,  and,  on  the  top  of  that,  common  control  in 
essential  features  ;  and  there  might  be  a  business 
centre  to  facilitate  common  business  and  serve  as  a 
link  with  the  great  money  market. 

The  formation  of  a  union  was  resolved  upon  at  a  a  Union, 
very  early  date.  And  the  Union  was  actually  formed, 
under  Schulze's  auspices,  in  1859.  As  affecting  these 
banks,  no  more  useful  step  has  ever  been  taken.  The 
Union  is,  of  course,  a  union  not  of  credit  societies 
only.  Every  co-operative  society  which  accepts 
Schulze's  teaching  is  made  welcome  within  it.  There 
are  distributive  societies,  and  productive  societies, 
building  societies,  and  common  sale  and  purchase 
societies  ;  and  in  the  course  of  time  a  pensions  fund 
for  employees  of  all  these  societies,  so  far  as  they  form 
part  of  the  Union,  has  been  created.  But  the  benefit 
to  credit  societies  arising  from  common  action  is 
rather  peculiar.  The  common  counsel  taken,  the  dis- 
cussion of  questions  interesting  banks,  such  as  are 
bound  to  crop  up  afresh  every  year,  the  exchange  of 
views  and  the  resolutions  adopted  by  the  annual  Con- 
gress, expressive  of  the  matured  and  settled  opinion 
of  the  whole  co-operative  community,  are  found  a  very 
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great  benefit  indeed,  and  have  done  much  to  keep  co- 
operative credit  pure  and  uniform,  and  thereby  to  affix, 
figuratively  speaking,  a  specific  stamp  on  every  Schulze- 
Delitzsch  society,  which  adds  much  to  the  confidence 
feh  by  the  public.  The  most  experienced,  the  most 
capable,  the  most  public -spirited  in  the  movement, 
are  thereby  given  a  means  of  enlightening  and 
influencing  the  others,  and  the  movement  has  grown 
the  stronger  for  it.  Such  common  counsel  and 
common  knowledge  of  one  another  among  banks  means 
the  exclusion  of  the  bad  and  the  raising  of  the 
general  level,  and  the  public  have  come  to  understand 
his. 

Time  has  brought  forth  further  benefits  from  union. 
Control  of  each  bank  by  its  own  Aufsichtsrath  is,  as 
already  stated,  the  pillar  upon  which  security  rests. 
It  is  not  to  be  replaced.  It  has  grown  more  skilled 
as  time  has  gone  on.  But  in  due  course  it  came  to  be 
felt  not  only  that  even  higher  skill  still  was  to  be 
obtained  by  combination,  but  that  by  means  of  such 
combination  control  of  an  additional  and  valuable  sort 
could  be  procured,  control  based  upon  wider  and 
longer  continued  experience  and  the  best  knowledge 
of  banking.  And  by  degrees  such  control  came  to 
be  applied.  The  organisation  of  the  Union  favoured 
this.  The  I'nion  is  divided  into  local  sub -unions- 
sections,  as  our  co-operators  call  them— each  with  its 
own  head,  its  own  committee,  and  its  own  periodical 
gatherings.  At  the  head  of  the  collective  Union  stand 
the  two  bodies  elected  from  all  sections,  the  General 
Committee  and  a  smaller  Executive  Committee  ;  and 
these  bodies  convene  the  annual  Congress,  which  is 
the  Parliament  of  the  movement,  discussing  all  per- 
tinent questions  and  placing  collective  opinion  on 
record.  It  was  in  the  sections  that  the  practice  of 
inspection  on  behalf  of  the  Union  was  first  begun.     A 
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section    is    a    very    convenient    unit    for    such   purpose. 
It  supplies  just  the  proper  amount  of  area  for  first  one 
inspector,    later    a    staff    working    under    him.      There 
must    be    some    localisation    in    the    matter.      For    the 
inspector's  personal   acquaintance  with  the  banks  tells 
in  favour  of  thoroughness  of  control.     The  inspectors 
are  the  servants  of  the  Sectioiu  and  take  their  instruc- 
tions as  well  as  their  remuneration  from  it,  the  Section 
charging  the   societies  a  fee   for  each   inspection.      In 
this  way  this  kind  of  inspection  came  to  be  voluntarily 
practised  in  some   Sections   in  the   seventies,   and  was 
distinctly  appreciated  as  far  as  it  came  to  be  known. 
In    1882   the   annual    Congress  passed   a   resolution   in 
favour   of   its    extension   by   voluntary   act.      By    1885, 
31     out    of    the     -:^-:^     Schulze-Delitzsch     sections     had 
adopted  it.     After  that  it  became  general.     So  evident 
and  unmistakable  were  its  benefits  that  in   1889,  when 
passing  a  new   co-operative   law,   the   German   Parlia- 
ment grafted  a  new  provision  upon  it,  making  biennial 
inspection    of    such    kind    compulsory   upon   every    co- 
operative   society.       From    thenceforward    the    matter 
ceased  to  be  one  of  choice  only,  which  was  a  distinct 
advance.      However,    that    advance    brought   with,  it   a 
new  abuse.     When  compelling  the  societies  to  submit 
to    inspection,    the    Legislature    appears    to    have    con- 
sidered itself  in  reason  bound  to  provide  also  for  the 
presence  of  eligible  inspectors.      More  will  be  said  in 
the    proper    place    about    the    disadvantages    attaching 
to  inspection  by  officers  appointed  by  the  State.    Fortu- 
nately  the   law   permits,    as   an   alternative,    inspection 
by  officers   appointed  by  recognised  bodies,   of  which 
the  Schulze-Delitzsch  Union  is  of  course  one.     From 
Germany  the  practice  has  extended  to  other  countries, 
and  it  bids  fair  to  become  general.     The  benefits  re- 
sulting from  it  are  generally  apparent.     Business  has 
become  safer  ;    the  number  of  compulsory  liquidations 
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has  grown  perceptibly  less  ;  hence  confidence  has 
increased.  As  a  matter  of  course  the  Schulze-Delitzsch 
societies  elect  inspection  by  their  own  officers,  who 
meet  at  special  gatherings  held  in  connection  with  the 
annual  Congresses,  to  compare  notes  and  provide 
for  the  maintenance  of  uniformity  on  what  are  from 
time  to  time  recognised  as  the  soundest  lines. 

Union    soon    suggested    other    collective    practices. 
Most    of   the    credit   associations'   business   is   done  by 
acceptances,   and  acceptances   want  to  be   cashed.      It 
is  difficult  for  us  in  this  country,  where  cheques  have 
been  in  common  use  for  a  considerable  time,  to  realise 
the    extent    to    which    bill-drawing   has   become    usual 
abroad,  and  perhaps  more  particularly  so  in  Germany. 
Every  little  tradesman  pays  habitually  by  bill.     Such 
bills   are   drawn   sometimes   for   infinitesimal   amounts. 
They  are  in  fact  the  German  substitute  for  cheques.    And 
those  bills  get  scattered  over  the  whole  breadth  of  the 
Empire.     Under   such  circumstances  cashing  becomes 
difficult,  troublesome,  expensive,  and  sometimes  a  little 
risky.     It  occurred  to  officers  of  the  Union  to  establish 
their    own    bill-clearing    union     (Giroverband),    which 
now   places   the   services   of  every   local   bank   joining 
in    the    Union    at    the    disposal    of    every    other    bank 
similarly  situated-free  of  cost  ;  for  there  is  reciprocity 
of  services.     That  soon  secured  to  the  Union  several 
hundreds   of   clearing-places— more,   as   Schulze   rather 
grandiloquentlv  boasted,   than  the   Imperial  Bank  had 
at    its    command.      Now    that    the    "  Dresdner    Bank" 
has  become  the  central  bank  of  the  Union,  there  are 
more  than  1,800,  which  removes  almost  every  difficulty. 
The   benefit    accruing   from   this   does   not   need  to  be 
pointed  out.     Not  only  has  bill -cashing  been  made  by 
such  means  an  easy  process,  <  osting  practically  nothing 
bevond  the  postage,  but  the  clearing  union  has  in  addi- 
tion become  a  highly  efficient  office  for  checking  bill- 
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drawing  generally,  with  the  result  that  bogus  bill 
drawers  are  easily  detected  and  societies  are  put  upon 
their  guard  against  them — which  is  a  valuable  boon 
seeing  (as  our  various  Trade  Protection  Societies  well 
know)  that  it  is  by  giving  credit  where  it  is  difficult 
to  refuse  such  that  the  smaller  class  of  tradesmen 
principally  suffer  loss.  And  now  that  the  cheque  is 
being  slowly  introduced  in  Germany — for  the  moment 
in  a  particularly  cumbrous  and  inconvenient  form — 
the  same  clearing  union  is  once  more  attesting  its 
value  as  a  clearing  union  for  cheques,  and  bids  fair  to 
accelerate  the  acclimatisation  of  that  useful  instrument. 

In  such  way  one  great  need  calling  for  combination  A  Central 
was  supplied.  The  other,  the  creation  of  a  business - 
focussing-centre,  was  not  quite  as  easy  of  accomplish- 
ment. Of  course,  banks  wanted  a  central  organisa- 
tion. From  an  early  day  it  would  happen  that  one  had 
more  cash  in  hand  than  it  knew  what  to  do  with,  at  the 
same  time  that  another  was  suffering  from  lack  of 
funds.  Such  condition  of  things  called  for  balancing. 
Beyond  this,  the  entire  number  of  banks  might  want 
to  draw  upon  the  great  market.  Schulze,  no  doubt, 
was  strongly  opposed  to  an  unlimited  recourse  to  bank 
credit.  He  particularly  cautioned  his  banks  against 
it,  and  begged  them  to  keep  such  assistance  in  reserve 
for  exceptional  cases  only.  M.  Durand  goes  further 
and  tells  his  banks  that  while  they  employ  credit 
with  another  bank  they  are  to  consider  themselves  on 
the  sick  list,  "  in  hospital,"  and  to  make  every  eft'ort  to 
get  back  to  a  healthy  condition.  However,  some  pro- 
vision for  obtaining  bank  credit  there  must  be,  more 
particularly  since  it  was  found  that  one  bank  was  in  its 
predicament  borrowing  from  another,  which,  for  reasons 
explained  elsewhere,  is  not  a  desirable  practice.  Lia- 
bility being  at  the  time  still  unlimited,  Schulze  would 
not   allow   his    banks    to    club   together — as    under    the 
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shelter  of  limited  liability  some  of  them  now  do  without 
serious  risk— and  form  a  common  bank,  for  which  the 
liability    of    every    society    joining    would    be    pledged 
without   its  being  secured  adequate  means  for  check- 
ing  such    bank's   transactions.      He    tried   various   ex- 
pedients—among them  several  arrangements  with  non- 
co -operative    banks.      \'ery    accountably    these    would 
not  answer.      Non -co -operative   banks   desire  to   do  a 
large  and  remunerative  business  ;    co-operative  banks 
want  things  done  cheaply.     In  the  end  Schulze  hit  upon 
the  plan  of  forming  an  independent,  non -co-operative 
bank,    in   which    co-operative    capital   was   to   be   well 
represented  on  the  share  list,  and  co-operative  adminis- 
tration on  the  Board.    The  bank  was  to  carry  on  much 
other  business,  out  of  which  to  earn  a  good  dividend  ; 
but    it    was   at    the   same   time   to   be   always    open   to 
co-operative    banks    for    their    less    remunerative    but 
safer  business.     Such  bank  was  in  point  of  fact  formed, 
and  it  has  proved  of  very  great  service.     At  its  volun- 
tary   winding-up    its    directors    could    truthfully    take 
credit  for  it,  that  they  had  never  sent  a  co-operative 
bank   claiming   credit  and  having  a  good  case  empty 
away.     Very  much  of  those  good  results  is  of  course 
owing  to   the   fact  that  there  were  undoubted   friends 
of  the  co-operative  movement  at  the  head  of  the  bank. 
However,  unfortunately  the  Board  got  bitten  with  the 
morbid  eagerness  for  well -paying  speculative  business 
which   a   few    years   ago    carried    Germany   away   in   a 
financial    St.    \'itus'    dance.      Of    course    this    did   not 
answer.     It  required  different  operators  from  those  who 
had  been  particularly  selected  for  their  caution.     The 
bank  suffered  losses  which  did  not  jeopardise  its  exist- 
ence,  but    which   disposed   its   shareholders,    when   the 
great    "  Dresdner   Bank  "    offered   them   amalgamation 
on    fair    terms,     to     accept    such    offer.       Under    this 
arrangement   the   "  Dresdner  Bank,"   with  its  immense 
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resources,  now  acts  as  Central  Bank  for  the  Union,  and 
there  appears  to  be  no  cause  for  complaint. 

The  "  Dresdner  Bank,"  however,  is  at  some  distance  District 
from  local  banks,  and  in  two  sections,  at  any  rate,  ^^"^^• 
of  the  general  Union  the  desire  very  naturally  came 
to  be  felt,  to  have  a  sectional  central  bank  nearer 
home.  Local  banks  of  the  smaller  size  still  experience 
difficulty  occasionally  in  obtaining  bank  credit.  And 
even  the  "  Dresdner  Bank  "  is  not  in  a  position  to  jud.s^e 
precisely  to  what  extent  they  may  be  trusted.  A  bank 
of  their  own  province,  so  it  was  thought,  presided  over 
by  the  chairman  of  the  section,  who  is  bound  to  know 
exactly  what  is  the  position  of  every  one  of  them,  must 
be  far  better  able  to  form  an  estimate.  Since  limited 
liability  has  become  practicable,  Schulze's  objection 
to  central  banks  formed  by  local  banks  combining 
among  themselves  has  evidently  lost  its  force.  Accord- 
ingly, in  1897,  Justizrath  Wolski,  chairman  of  the 
East  and  West  Prussian  Section,  very  properly  ven- 
tured upon  a  new  departure,  setting  the  example  in  the 
formation  of  a  central  bank  composed  entirely  of  the 
local  banks  of  his  district.  No  other  shareholders 
are  admitted.  His  very  sensible  object  was  to  make 
the  Central  Bank  peculiarly  the  bank  of  those  banks. 
Every  bank  of  the  district — no  business  is  done  with 
any  other — was  to  have  its  standing  current  account 
at  the  Central  Bank  situated  at  Allenstein,  and  use  that  Ailenstein. 
bank  as  a  clearing  and  balancing  centre.  That  aim  has 
not  yet  been  entirely  attained.  However,  if  all  banks 
do  not  yet  keep  current  accounts,  they  bring  their 
deposits  freely  and  also  offer  their  bills  for  discount. 
In  this  way  the  Central  Bank  is  answering  its  purpose 
well.  Of  the  92  credit  associations  composing  the 
section  60  have  by  this  time  joined.  There  is  limited 
liability  of  course — in  our  sense  of  the  term,  that  is, 
liability  limited  to  the  actual  share.     The  paid-up  share 
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capital  of  the  bank  stood  on  the  31st  March,  1908, 
at  244,134  marks  (£12,206),  with  26,459  marks 
reserve  funds.  The  business  done  (one  side  of  the 
account)  amounted  in  1908—9  to  46,864,875  marks 
(£2,343,244),  which  shows  a  healthy  condition.  Only 
269,541  marks  had  as  yet  been  claimed  in  the  shape 
of  cash  credits.  But  bills  to  the  value  of  7,146,612 
marks  had  been  discounted  in  the  year.  There  was 
854,162  marks  (£42,708)  in  hand  in  the  shape  of 
deposits.  Directors'  services  being  for  the  present 
still  rendered  gratuitously,  management  expenses  had 
amounted  to  only  about  £325.  The  bank  has  always 
earned  sufficient  overplus  to  be  able  to  pay  dividend 
at  the  rate  of  5  per  cent,  after  providing  for  reserve. 
Heide  Herr    Wolski's    example    was    promptly    followed    in 

the  smaller  section  of  Holstein,  which  accordingly 
since  1898  possesses  a  central  bank  of  its  own  at 
Heide,  with,  at  the  close  of  1908,  86,894  marks 
(£4,344;  paid-up  share  capital,  and  10,638  marks 
(£532  )  reserve  funds,  and  an  annual  turnover  (one  side 
only~)  of  18,209,052  marks  (£910,452).  Manage- 
ment expenses  did  not  reach  £80.  Dividend  has  been 
paid  all  along  at  the  rate  of  4  and  5  per  cent.  The 
bank  had  557,385  marks  (£27,869)  employed  in  cash 
credits,  and  held  a  billcase  of  257,903  marks 
('£12,895).  ^^^^  ^^^^  indicates  utility  and  a  healthy 
condition  of  things.  Such  central  banks  afford  a 
capital  means  of  organising  co-operative  credit  sys- 
tematically without  the  intrusion,  in  this  case,  of  any 
foreign  clement. 
Strength  and  The  time  may  now  be  thought  to  have  arrived  for 
Weakness  of     taking  stock  and  verv  briefly  reviewing  severallv  the 

the  System.  ^  '  .  .      ,  .      ' 

strong  and  the  weak  pomts  or  the  system  just  ex- 
plained. Certainly  it  will  have  to  be  admitted  that  that 
system  shows  wonderful  resource,  and  has  provided 
trulv    inestimable    benefits    for    those    who    practise    it. 
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Here    is    a    power    which    in    its    one    narrow    German 
Union  alone,  embracing  little  over  600,000  members, 
has  accumulated  over  £  i  3,000,000  of  cash  belonging  to 
those  members,  and  attracted  more  than    £50,000,000 
of   deposits — which,   with   such   means   at   its   disposal, 
has    raised   annually   about    £185,000,000   of   money* 
with  comparative  ease,   and  distributed  that  sum,  one 
might    almost    say    automatically,    while    reducing   the 
general    rate    of   interest,    among   the   most   productive 
channels,    where    it    employs    labour,     purchases    raw 
material,    and    adds    through    its    active    employment 
greatly  to  the  nation's  abiding  wealth.      And  all  this 
is   done   in   a  thoroughly  businesslike   way,   with   what 
may  be  pronounced  very  trifling  waste   indeed  in  the 
shape   of   losses.      Look   at   its    effect   in  a  wider  area 
and   its   benefits   become   stupendous  !     It  has   in  truth 
become  the  parent  of  not  only  much  credit  co-operation 
elsewhere,  but  of  a  very  large  amount  of  co-operation 
generally  all  over  the  European  Continent.    For  how- 
ever fondly  our  British  co-operators  may  flatter;  them- 
selves   that    it    is    Rochdale    which    has    supplied    the 
illuminating  spark  for  the  whole  world,  Great  Britain 
is  in  truth  answerable  for  the  origin  of  only  very  little 
co-operation  of  the  Continent — much  as  Rochdale  prin- 
ciples  now   do,   thanks   to   the   internationalism  estab- 
lished in  co-operation,  to  perfect  one  of  its  forms.     The 
great  bulk  of   Continental   Co-operation,   as  we   see  it 
now — apart  from  rural  or  agricultufal — is  the  outcome 
of   Schulze's   pioneer   work,   and   he   well   deserves  the 
title  that   M.   Luzzatti   has  bestowed  upon  him  of   "  // 
sommo  maestro  delta  cooperazione." 

Looking  at  Schulze's  credit  co-operation  more  in  par- 
ticular, that  could  not  have  achieved  all  that  it  has 
but  for  the  pronouncedly  businesslike  qualities  which 
form  its  most  distinguishing  feature — those  very  quali- 
.     *  The  figure  for  only  919  banks  in  1908 Iwas  above  ^175,000,000. 
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ties  which  are  sometimes  made  a  reproach  to  it — the 
cold,  calculating,  prosaic,  pureh-  economic  action, 
which  fails  to  warm  the  heart  and  twine  its  fibres 
around  it,  as  do  more  philanthropic  and  altruistic 
schemes.  It  is  all  business,  calculating,  economic  busi- 
ness, which  does  not  give  without  taking.  But,  on 
the  other  hand,  it  is  thoroughly  self-reliant  busi- 
ness, which  teaches  men  to  look,  for  their  own  benefit 
and  that  of  the  bank,  to  their  own  efforts  only,  rejecting 
all  offers  of  help  from  outside.  And  it  is  educating 
business,  because  it  implants  in  the  minds  of  those 
who  practise  it  sound,  trustworthy  business  prin- 
ciples and  trains  them  to  business  habits.  Its  philan- 
thropy follows  after  its  business  is  done,  out  of  the 
proceeds  of  the  latter. 
Dangers  of  Such     commercialism     constitutes     the    strength    of 

ciaiis'"'^"^'^  Schulze-Delitzsch's  system.  Correspondingly,  as  natur- 
ally, it  also  constitutes  its  weakness.  For  the  lesson 
which  it  impresses,  to  look  for  a  return  for  eft'ort, 
cannot  fail  in  this  human  nature  of  ours  to  produce  a 
tendency  to  greed.  "  Dividend-hunters,"  as  they 
are  called,  are  held  in  abhorrence  by  good  Schulze- 
Delitzsch  co-operators  ;  but  the  very  frequency  of  the 
denunciations  pointed  against  them  shows  that  there 
are  too  many  of  them,  generated  of  course  b\  the 
regard  habitually  paid  to  the  claims  of  capital.  The 
rather  frequent  conversions  of  co -operative  societies 
of  this  type  into  joint-stock  companies  exhibits  the 
abuse  of  profit-seeking  in  another  wa)'.  There  can  be 
no  doubt  that  a  large  number  of  members  join  the 
societies  simply  because  they  find  them  rendering  use- 
ful services,  like  any  other  banks — a  little  more  diffi- 
cult in  one  sense,  more  easy  in  another,  certainly 
cheaper.*    It  is  the  "  loaves  and  fishes  "  of  convenient 

*  Herr  F.  Thorwart.  one  of  the  Board  of  the  "  Dresdner  Bank,"  in  a 
paper  published  in  the  two  last  issues  for  1909  of  Bliitia'  fiir  Genossen- 
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credit  for  the  sake  of  which  they  join.  There  is  in 
many  societies  not  that  interest  shown  on  the  part  of 
members  that  there  should  be — than  there  should  be, 
more  particular!}-  under  unlimited  liabilit> .  which  ex- 
poses shareholders  to  danger,  and  that  Schulze  him- 
self desired.  General  meetings  are  not  always  attended 
in  sufficient  numbers,  and  the  physical  impossibility 
under  which  comparatively  small  Councils  of  Inspec- 
tion labour,  of  inquiring  minutely  into  all  business 
done,  tends  to  throw  more  responsibility  than  was 
intended  upon  the  Executive  body,  by  reducing  that 
checking  which  is  the  backbone  of  the  entire  system. 
From  such  a  state  of  things  to  conversion  into  a  joint - 
stock  company  is  but  a  step.  No  doubt,  as  former 
members  of  Councils  converted  into  company  directors 
have  owned  to  me,  conversion  into  a  company  makes 
management  a  much  easier  business  for  themselves. 
And  members  who  only  think  of  their  own  momentary 
business  wants  do  not  at  once  perceive  that  such  con- 
version, which  may  leave  them  for  the  moment  with 
just  the  same  banking  convenience,  takes  away  all 
security  for  its  continuance.  They  forego  their  tight 
to  be  considered.  They  launch  their  society  on  the 
course  which  leads  to  deprivation  of  the  public  of  the 
easy  credit  which  maintains  business,  since  the  joint - 
stock  company  once  formed  tends,  like  the  Alpine 
snowflake  set  in  motion,  to  attach  itself  to  other  snow- 
flakes  and  become  an  avalanche  bank,  which  runs 
destructively  over  such  useful  but  small  and  compara- 
tively unremunerative  transactions.  Another  peril 
latent  in  the  system,  but  really  easy  to  be  guarded 
against,  is  that  of  excessive  credits  allowed  to  indi- 
vidual   members,    generally    of    one    or    other    of    the 

%chaft&ive&en,  quotes  chapter  and  verse  to  show  that  during  the  great 
financial  crisis  of  1907-8,  the  rate  of  interest  charged  by  Schulze- 
Delitzsch  banks  was  sensibly  below  that  ruling  in  the  market. 
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governing    bodies.      That    shows    that    checking    has 
been  disregarded,   or  else  negligently  performed,  and 
ma)    be  expected  to  grow  less  frequent  as  inspection 
becomes  more  searching. 
A  Merited  But,   take   it  all   in  all,   the  movement  has  proved  a 

Tribute  to  most  fruitful  source  of  riches  and  of  progress,  touch- 
ing up  barren  wastes  with  its  Midas'  hand,  and  diffusing 
material  blessings  around  it.  The  Schulze  movement 
has  always  enjoyed  the  advantage  of  having  eminent 
and  soundly  informed  economists  among  its  leaders. 
In  this  respect  it  certainly  holds  its  own  in  the  present 
day,  under  the  guidance  of  Dr.  Hans  Criiger,  whose 
text-books — more  particularly  on  law  applying  to  co- 
operation— are  appealed  to  as  standard  authorities  in 
all  quarters,  even  those  most  personally  hostile,  and 
whose  rather  severe  criticism  has  rendered  very  useful 
service  to  more  than  one  allied — or  opposed — move- 
ment. 

I  shall  have  to  speak  of  other  systems  which  appeal 
more  directly  to  the  human  heart.  But  envy  itself  will 
have  to  allow  that  Schulze  and  his  successors  have 
achieved  a  great  work,  which  one  cannot  desire  too 
much  to  see  studied  and  understood  elsewhere. 


CHAPTER    VII 

RAIFFEISEN     ''  VILLAGE    BANKS" 

No  two  people,  setting  out  for  substantially  the  same  The  Origin  of 
goal,  could  have  started  from  two  more  directly  oppo-  uvji^^a^g^ 
site  points  than  did  Schulze-Delitzsch  and  RaitTeisen.  Banks." 

The  story  of  the  origin  and  the  gradual  growth  of 
Raififeisen's  co-operative  organisation  from  its  tiny 
beginning,  as  a  veritable  grain  of  mustard  seed,  planted 
on  the  barren  soil  of  the  neglected  Westerwald,  to 
its  present  commanding  position,  in  which,  to  adhere 
to  the  simile,  it  resembles  an  "  exceeding  great  tree," 
spreading  out  its  branches  over  all  Germany,  and 
Austria,  and  Italy,  and  Hungary,  affording  shelter  to 
innumerable  living  beings  rejoicing  in  its  shade,  with 
offshoots  already  penetrating  into  France,  Servia,  and 
Russia,  makes  rather  a  curious  tale.  It  is  of  banks  of 
this  type  that  the  economists  quoted,  M.  von  Dob- 
ransky,  Emile  de  Laveleye,  Rabbeno,  and  Leon  Sa}- — 
to  mention  no  more — write  in  so  rapturous  a  strain 
about  "  wonders  "  and  "  marvels."  The  whole  thing 
may  be  said  to  be  the  result  of  a  bodily  infirmity,  which 
brought  hardship  to  one  man,  iDut  inestimable  benefit 
to  millions. 

Born  in  1818  at  Hamm,  in  Westphalia,  F.  W.  Raif-  Their 
feisen  found  himself  in  his  youth  destined  for  a 
military  career.  Before,  however,  he  could  obtain  his 
commission,  he  was  compelled  by  a  constitutional  ail- 
ment, which  impaired  his  eyesight,  to  retire.  An 
opening"  was  found  for  him  in  the  Civil  Service,  and 
the  year  1845  ^^^  ^"""^  installed  as  Burgomaster  (under 
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the  French  law  still  prevailing  in  Rhineland  i  at  Weyer- 
busch,  in  the  bleak  forest  district  of  the  Westerwald. 
It  was  in  this  position  that  Raiffeisen  had  the  crush- 
ing troubles  of  the  poor  peasant  cultivators  brought 
vividly  before  his  eyes  in  the  famine  years  of  1846  and 
1847.  His  was  one  of  the  districts  which  the  scourge 
of  those  years  visited  the  most  severely.  It  was  a  poor 
country  to  begin  with,  with  barren  soil,  scanty  means 
of  communication,  bleak  surroundings,  indillerent  mar- 
kets. Nature  had  proved  a  very  stepmother  to  this 
inhospitable  bit  of  territory,  upon  which  the  half- 
starved  population — ill -clad,  ill -housed,  ill -fed,  ill- 
brought  up — by  hard  labour  eked  out  barely  enough 
to  keep  body  and  soul  together  with  the  support  of  the 
scanty  produce  of  their  little  patches  of  rye,  of  buck- 
wheat, or  potatoes,  and  the  milk  and  flesh  of  some 
half-famished  cattle,  for  the  most  part  hopelessly 
pledged  to  the  "  Jews." 
The  "lews."  That  reference  indicates  a  peculiarly  sore  point  in 
the  rural  economy  of  Western  and  Southern  Germany 
on  which  I  have  found  humanely -minded  statesmen  of 
those  parts,  such  as  the  late  Dr.  Buchenberger,  Minister 
of  Agriculture,  and  afterwards  of  P^inance,  in  Baden,  to 
dwell  with  evident  pain,  as  on  a  trouble  perpetually 
harassing  them.  In  this  country  we  have  no  idea  of  the 
pest  of  remorseless  usury  which  has  fastened  like  a 
vampire  upon  the  rural  population  of  that  district.  Even 
the  gombeen -man  cannot  compare  with  the  hardened 
blood-sucker  of  those  usury-haunted  parts.  The  poor 
peasantry  have  long  lain  helpless  in  his  grasp,  suffer- 
ing in  mute  despair  the  process  of  gradual  exinanition. 
My  inquiries  into  the  system  of  small  holdings  in  those 
regions  have  brought  me  into  jjersonal  contact  with 
many  of  the  most  representative  inhabitants — heads 
of  agricultural  departments,  judges,  parsons,  peasants 
— and  from  one  and  all — here,  there,  and  everywhere 
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— have  1  heard  the  self -same,  ever-repeated  bitter  com- 
plaint, that  the  villages  were  being  sucked  dry  by  the 
"Jews."  Usury  laws,  police  regulations,  warnings, 
and  monitions  have  all  been  tried  as  remedies,  and 
tried  in  vain.  There  are  not  a  few  Christians,  by 
the  way,  among  those  "  Jews,"  though  no  doubt  origin- 
ally under  the  natural  effect  of  anti -Semite  laws  the  evil 
was  specitically  Hebraic.  As  one  of  their  consequences, 
all  the  humbler  Jews  flocked  into  the  villages,  where, 
being  practically  debarred  from  taking  up  other  call- 
ings, they  fell  back  with  all  the  peculiar  aptitude  and 
ingenuity  of  their  race  upon  the  small  trade — the 
trade  in  cattle,  goods,  corn,  money,  whatever  it  might 
be — of  which  in  many  places  they  secured  an  absolute 
monopoly.  Of  the  iniquitous  practices  to  which  that  Their 
monopoly  soon  gave  rise  this  is  not  the  place  to  speak  p^^""°"^ 
at  length.  The  "  Draconic  "  German  laws  with  regard 
to  bills,  and  the  peculiar  regulations  applying  to  fore- 
closure, the  personal  liability  of  the  debtor  for  any 
balance  of  debt  remaining  uncovered  by  a  forced  sale, 
and  lastly,  the  convenient  practice  of  lending  out  live 
stock,  as  Einstellvieh,  to  remain  the  creditor's,  though 
fed  at  the  cost  of  the  debtor,  materially  and  terribly 
facilitate  the  crafty  practice.  Plenty  of  cases  are  cited 
in  which  the  poor  peasant  has  been  compelled  to  take 
the  usurer's  lean  and  dry  cow  at  a  high  price,  in  order 
to  feed  it  up  and  return  it,  in  exchange  for  a  fresh  lean 
one,  when  brought  into  condition  and  in  calf.  It  is 
a  current  saying,  that  once  you  are  beguiled  into  trad- 
ing with  one  of  these  Christian  or  Mosaic  "  Jews," 
you  are  as  surely  caught  as  is  a  fly  in  a  spider's  web. 
Vou  are  made  to  buy  from  him,  to  sell  to  him — all  at 
his  own  prices.  One  of  the  greatest  mischiefs  prac- 
tised is  that  connected  with  the  sale  of  real  estate, 
which  is  habitually  done  by  public  auction,  on  condi- 
tion of  the  purchaser's  agreeing  to  pay  the  purchase 
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money  by  a  number  of  instalments.  In  one  aspect 
that  is  an  admirable  practice  for  both  parties — being 
small,  cultivating  folk.  To  the  vendor  it  raises  the 
price  ;  and  it  practically  enables  the  purchaser  to  pay 
for  his  purchase  out  of  his  own  proceeds.  Only  it  has 
this  drawback — the  vendor  may  want  his  money.  And 
as,  under  the  old  state  of  things,  in  nine  cases  out  of 
ten  he  sold  his  Verkaufsprotocolle  (his  bonds  for  pay- 
ment of  future  instalments  I  to  a  "  Jew,"  in  the  event 
of  every  payment  not  being  met  to  the  day,  the  pur- 
chaser found  himself  at  the  "  Jew's  "  mercy.  Thou- 
sands of  families,  so  I  am  assured,  have  been  ruined  in 
this  way. 

Under  this  oppressive  system,  in  1846  and  1847  the 
"  Jews  "  were  "  making  hay."  Among  the  poor  pea- 
santry the  distress  was  great.  Every  little  wattle 
cottage  and  tumble -down  house  was  mortgaged  ;  most 
of  the  peasants'  cattle  belonged  to  the  "  Jews  "  ; 
there  was  little  employment  on  the  roads  or  in  the 
forests — the  sole  available  means  for  netting  a  few 
additional  shillings  ;  the  poor  land  yielded  but  a  bare 
pittance  ;  and  famine  and  ruin  stared  the  poor  inhabi- 
tants in  the  face.  There  was  no  one  to  turn  to  for 
help  but  the  "  Jews."  The  whole  district  accordingly 
was  converted  into  a  usurers'  hell. 

Naturally,  Raififeisen's  heart  was  touched  at  the  sight 
of  so  much  misery.  And  when,  in  1848,  he  was 
removed  to  a  rather  larger,  but  equally  distressed 
district,  in  the  same  Westerwald,  namely,  to  Flam- 
mersfeld,  a  union  of  twenty -five  parishes,  he  promptly 
resolved  to  take  up  the  cudgels  for  the  poor  oppressed 
peasants,  and  declare  war  against  usury.  He  set  to 
work  at  once.  His  first  raising  of  funds  was  by  no 
means  an  easy  process.  But  some  small  funds  he 
managed  to  scrape  together,  and  with  their  help  he 
forthwith     established    a    co-operative    bakery.       Co- 
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operative   bakeries   have   since   become   a  popular   and 
familiar  institution  in  every  country,  and  as  a  rule  they 
pay.      In  France  they  manage,  in  a  small  way,  to  neu- 
tralise   to    poor    consuming   country    folk    the    evils    of 
Protection,  which  enriches  their  wealthier  neighbours. 
This    one   at    Flammersfeld   proved    on   its    small    scale 
a   veritable   godsend,    for   it   enabled   the   peasantrv   to 
purchase    their    bread    at    just    half   the    current    price. 
The  next  step  taken  was  the  formation  of  a  co-opera-  Co-operative 
tive   cattle-purchase   association.       That,   likewise,    has   ^"^^hase  of 
become  a  familiar  feature  abroad.      In  half  the  Swiss 
Canton  of  Thurgau  and  part  of  the   Canton  of  Zurich 
little    cattle   is    purchased,    at   any   rate   by   small   folk, 
otherwise   than   by   such   means.      This   move   attacked 
the   "  Jews  "   in   one   of  their   strongest   outworks,   and 
reduced  their  mastery  at  a  vital  point.      But  still  they 
held    their    bonds    and    mortgages    for    money    debts. 
Raiffeisen  now  put  his   scaling  ladder  to  the   citadel. 
With  a  balance  of  the  £300  which,  in  all,  he  had  sue-   The  First 
ceeded  in  raising,  with  a  good  deal  of  trouble,  in   1840   p^\'^^?e 
he  set  up  his  first   "  \  illage  Bank"    {Darlehnskassen- 
vereiti),    and    offered    the    peasantry,    who    would    sub- 
scribe to  his  rules,  to  supply  them  with  money  for  iheir 
needs. 

In  the  retrospect  it  seems  a  small  undertaking.  To  A  Small 
Raiffeisen 's  neighbours  it  appeared  hopeless.  "  Where  ^"'Sinning. 
was  the  money  to  come  from?"  "From  there," 
answered  Raiffeisen,  pointing  upward  to  the  skies. 
It  was  in  that  very  year,  possibly  in  that  very  month, 
that  on  the  banks  of  the  Seine  Proudhon  with  a  noisy 
flourish  of  trumpets  opened  his  own  far  more  pre- 
tentious "  People's  Bank,"  which  was,  as  he  thought, 
to  regenerate  France  and  eventually  humanitv.  One 
can  scarcely  help  remarking  upon  the  striking  con- 
trast between  that  splendidly  endowed  enterprise,  flush 
of  funds,  big  with  promise,  hopefully  watched  bv  thou- 
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sands    of    expectant    Frenchmen— and    yet    doomed    to 
end    in    nothing    but    smoke    in    less    than    two    brief 
months  ;     and,    on   the    other    hand,    the    modest   little 
bank,   scarcely  daring  to  show  its  face,  with  barely  a 
few  hundred  pounds   of  borrowed  capital,  unheard  of 
outside  its  own  small  parish,  and  yet  destined  to  grow 
up     a     flourishing     institution,     distributing     millions 
through    its    thousands    of   channels,    and    establishing 
plenty    everywhere    wherever    it    set    foot— proceeding 
victoriously    on    its   triumphal   progress   long   after   its 
early  rival  had  been  forgotten— except  as  a  curiosity  in 
the  reading  of  political  economists.     That  little  bank, 
to  which  no  one  has  ever  contributed  a  penny  in  share 
capital,  which  has  lived  by  lending  money  as  cheaply 
as  it  possibly  could,  and  finding  means  for  borrowing 
still  more  cheaply,  a  decade  or  two  ago  resolved  upon 
dividing    its    reserve     (having    forsaken    its    founder's 
co-operative  principles),  and  discovered  that  that  fund, 
the  product  of  tiny  surpluses  arising  from  petty  trans- 
actions among  its  members,  had  grown  to  more  than 
£2,000. 
Triumph  of  The    Flammersfeld    Loan    Bank    did    its    work    well, 

ihe  Move-  j^g  "  jgws  "  found  themselves  compelled  to  relax 
their  grasp,  and  the  peasants  were  given  a  new  lease 
of  life.  Like  Schulze-Delitzsch,  Raiffeisen  had  carried 
his  idea  to  practical  triumph,  which  it  only  remained 
for  him  to  follow  up.  As  an  advocate  of  his  cause  he 
was  as  unlike  his  rival  as  could  be.  Modest,  unassum- 
ing, content  to  do  his  work  in  his  own  circumscribed 
sphere,  he  attempted  no  advertising  and  no  noisy  pro- 
paganda. If  his  work  was  good  and  useful,  he  trusted 
that  it  would  prove  its  own  best  advocate.  The  result 
has  amply  justified  his  confidence.  His  system  at 
first  spread  very  slowly.  It  was  five  years  (1854) 
before  a  second  bank  was  formed— and  of  that  bank 
Raififeisen  was  once  more  the  founder,  on  his  removal, 
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once  more  as  Burgomaster,  to  the  district  of  Heddes- 
dorf,  now  mcorporated  in  the  town  of  Neuwied       Not 
till  1862  was  a  third  established,  not  till  1868  a  fourth 
Really  not  until    1874  did  the  Loan  Banks  become  ai 
all  widely  known,  and  not  till   1880  did  they  begin  to 
multiply  perceptibly.      From  that  time  forward,   how- 
ever, they  spread  with  astonishing  rapidity.     By   188; 
their  number  had,   in   Germany  alone,   grown  to    245, 
by   1888  to  423,  by   1891  to  885.     The  very  material 
service    which    they    rendered    to    agriculture    in    that 
terrible     year     of     drought,     1893,     added    a     further 
stimulus    to    their    multiplication.       In    that    period    of 
trial   It   was   shown   that   they   could   do   more   to   give 
assistance,   by  self-help,   than  the   State  with   its  well- 
hlled  purse.     They  enabled  cultivators,  by  co-operation 
to  remove  their  live  stock,  for  which  they  lacked  keep' 
to  districts  in  which  it  would  still  fetch  a  decent  price' 
rhey   laid   up    stocks    of   feeding   stuffs,    which,    being 
bought  in  good  time,  could  be  sold  cheaply  to  mem- 
bers, and  help  them  to  tide  over  the  period  of  distress 
And   when   the   drought  was   over,   they   supplied   cash 
wherewith  to  re-stock  farms  and  folds  on  easy  terms 
By  New  Year  1896  their  number  had  increased  to  2  000 
by   1st  May  to  2,169,  not  couming  even  more  kindred 
associations  independently  organised.      At  the  present 
time    It    stands    at    4,340,    with   at   least    8,000    others 
formed  after  the  same  pattern.      Wherever  they  went 
as  Laveleye  says,  they  succeeded,  and  made  themselves 
general  favourites.     Governments  now  encourage  them 
provincial    Diets    ask    for   them,    priests   and   ministers 
pronounce  their  benisons  upon  them,  the  peasantry  love 
them      When  in  1888  it  was  announced  that  Raiffeisen 
had  breathed  his  last,  half  Germany  mourned  over  her 
benefactor   by   the    name   by   which   he    is   still    fondly 
remembered,    that    of    "Father    Raiffeisen."       \t    the 
present  time,  not  a  day  passes  without  notices  coming 
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in  of  the  establishment  of  one,  two— as  many  as  five. 
By  far  the  largest  increase  recorded  annually  in  the 
number  of  co-operative  societies  existing  in  Germany 
and  in  Austria  stands  to  their  credit.  Both  their  spread 
and  their  reputation  seem  deserved,  especially  smce, 
after  sixty  years'  experience,  they  can  still  make  it  their 
boast  that  losses  in  them  have  been  infinitesimal. 
It  is  rather  difficult  to  compare  Raiffeisen's  banks 
Aim.  with  those  of  Schulze-Delitzsch.     Both  have  grown  up 

amid    essentially    different    surroundings,    in    different 
spheres  of  action,  with  different  tasks.    Schulze  worked 
in  towns,  among  townsmen,  and  mainly  for  the  benefit 
of  townsmen,  not  of  the  poorest  class.     His  banks  were 
not    intended    to    benefit    the    very    poor.       Raiffeisen 
worked  only  in  the  country,  and  his  specific  object  was 
to  benefit  those  very  poor  peopk  otherwise  left  out  m 
the    cold,    and    to    benefit    them    in    the    most   effective 
wav.     So  he  came  to  the  conclusion  that  he  must  exact 
nothing  whatever  from  members  joining,  and  that  he 
must  make  long  credit  the  rule.     Calling  upon  a  poor 
man    who   deliberately   joined   in   order  to  borrow,  to 
pay  'down  money,   would  to  his  mind  have  amounted 
to  sheer  mockery.     His  very  reasonable  principle  was 
this  :    to  make  a  loan  at  all  serviceable  to  a  poor  or 
embarrassed    man,    sufficient    time   must    be    given   the 
borrower  to  allow  the  loan  to  repay  itself  ;  to  tax  other 
resources  for  repayment  would  be,  not  to  help,  but  to 
cripple  the  borrower.      He  might  want  the  money  for 
buying    manure,    or    seed,    or    feeding-stuffs.      In    that 
case  he  could  scarcely  be  expected  to  repay  it  before 
a  twelvemonth.     He  might  want  it  to  improve  his  herd 
of  live  stork,  or  to  build  a  barn,  or  sink  a  well,  or  else 
drain  a  field.      In  such  cases  he  must  be  given  credit 
for  two  vears,  for  \wc,  or  ten,  or  even  more. 
His  System  In  brief  outline,  the  system  upon  which  the  RaifTeisen 

practice  is  based  is  this.     Raiffeisen  begins  by  conhn- 
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ing  each  association  to  one  particular  district— a  parish 
by  preference,  but  if  one  parish  be  too  small    (he  does 
not   favour   districts    with   less    than    400   inhabitants), 
and    if    the    matter    can    be    conveniently    arranged,    a 
union    of   two    or   three.      Within   these 'narrow   limits  Election  of 
members   are   elected,    on  application,   with   great   care  ^^embers. 
and  discrimination,  by  those  who  have  already  joined. 
The  object  is  not  to  secure  a  large  roll  of  members, 
but  rigorously  to  exclude  every  one  who  is  not  really 
eligible.      That  done,   the  association   is   organised   on  Democratic 
entirely  democratic  lines.     No  difference  of  any  sort  is  Government. 
recognised    between    poor    and    rich,    except    that    the 
better-to-do,  bearing  the  brunt  of  the  liability,  are  by 
accepted  understanding  allowed  also  to  take  a  leading 
part   in  the  administration.       Both   on   the   Committee 
—in     every     case     consisting     of     five,     and     charged 
with    all    the     executive    work— and     on    the     Council 
of    Inspection  —  consisting,    according    to    the    size    of 
the    district,    of    from    three    to    nine    members,    and 
entrusted    with    checking    and    supervising    the    Com- 
mittee,    overhauling    all     that    it     has    done    at    least 
once    a    quarter— it     is    understood     that    the    better- 
to-do   members    (without   a   sprinkling  of  whom  Raif- 
feisen  would,  if  possible,  have  no  association  formed) 
should  be  in  a  majority.     It  may  be  worth  pointing  out 
that   the    minimum    number    of   members    to    form    the 
Council  of  Inspection  has  been  recently  reduced  from 
SIX    to    three.      This    has    been    done    in    deference    to 
practical    considerations,    since    it    has    in    some    cases 
proved  difficult  to  form  a  large  Council  of  the  desired 
efficiency.       Where    practicable,     however    a     Council 
larger    than    the     Committee    of     Management    is     in 
all     cases     held     to     be     preferable.       The     members 
of    the    Committee    are    elected    for    four    years,    two 
retiring     every     two     years.       The     members     of    the 
Council     are     elected     for    three     years,     one-third     of 
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the  number  retiring  each  year.  The  Council  is 
invested  with  power  under  certain  circumstances  pro- 
visionally to  discharge  members  of  the  Committee, 
subject  to  confirmation  by  the  General  Meeting.  The 
chairman  of  the  society  was  formerly  elected  in  his 
own  right  by  the  General  Meeting,  and  became  as  such 
ex  officio  chairman  of  the  Committee.  Raiffeisen  once 
laid  it  down  that  as  soon  as  a  chairman  was  found 
and  an  actuary  (or  secretary)  appointed,  the  "  bank  " 
might  begin  business,  waiting  for  members  to  drop  in. 
The  preference  is  now  given  to  the  practice  which  I 
have  long  since  suggested  for  our  country,  of 
leaving  the  Committee,  elected  at  the  General  Meet- 
ing, to  appoint  its  own  chairman,  who  as  such  becomes 
the  executive  head  of  the  bank.  Neither  members  of 
the  Committee  nor  members  of  the  Council  of  Inspec- 
tion are  allowed  to  draw  a  farthing  of  remuneration, 
be  it  in  the  shape  of  salary  or  of  commission.  Every 
chink  and  crevice  is  deliberately  closed  against  the 
intrusion  of  a  spirit,  of  cupidity  or  greed,  so  as  to 
make  caution  and  security  of  necessity  the  guiding 
motives  of  action.  One  man  only  is  paid,  namely,  the 
cashier  ;  and  he  has  no  voice  whatever  in  the  employ- 
ment and  distribution  of  the  money,  being  merely  an 
executive  agent.  To  make  quite  sure  of  everything 
being  kept  safe  and  square,  the  Central  Office  not  only 
insist  upon  having  all  accounts  sent  up  to  headquarters, 
to  be  there  checked,  but  in  addition  employ  a  staff  of 
auditors  continually  travelling  from  association  to  asso- 
ciation, examining  books,  inspecting  accounts,  'and 
overhauling  the  whole  business  of  every  association, 
at  least  once  every  two  years.  It  is  a  recognised 
principle  that  the  "  banking  "  practised  should  con- 
sist, in  the  main,  of  borrowing  and  depositing  only. 
That  was  Raiffcisen's  idea  of  village  bank  business. 
Only  very  sparingly  have  in  recent  times  cash  credits 
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and  other  banking  business  found  their  way  into  the 
accepted  programme.  There  is  no  reason  why  they 
should  not  be  practised,  why — wherever  the  prerequi- 
site conditions  for  such  transactions  are  found  to  be 
present,  consisting  of  security  (specifically  for  cash 
credits)  suflicient  to  satisfy  the  Committee,  and  fami- 
liarity with  banking  practices  among  those  who  ask 
for  such  services — "  Village  Banks  "  should  not  become 
village  "banks"  indeed.  However,  the  Raiffeisen 
Village  Banks  are  rightly  chary  in  rendering  such 
services  which,  if  lightly  given — as  they  are  in  some 
other  quarters — might  lead  to  serious  loss.  They 
always  involve  risk.  And  risk  is  the  one  thing  which 
the  Raiffeisen  associations  will  not  wittingly  incur. 
There  are  no  acceptances,  no  pledges.  "  C^  gui  me 
plait  dans  les  banques  populaires  agraires,  c^ est  qu'elles 
font  du  credit  personnel — le  credit  tout  court,  sans 
phrase,"  so  wrote  Leon  Say.  And  they  supply  such 
personal  credit  by  the  simple  process  of  borrowing 
and  lending — borrowing  on  the  credit  of  the  society, 
in  order  to  dispense  credit  to  its  members.   As  the  rules  Neither 

•     •       n       r  Shares  nor 

were  origmally  framed,  no  member  was  asked  to  pay  Entrance 
down  anything  on  joining,  either  for  a  share  or  for 
entrance  fee.  To  the  present  day  entrance  fees  are 
not  permitted.  With  regard  to  shares  the  Legislature 
has,  by  its  law  of  1889,  overruled  the  accepted 
regulation,  and  insisted  that  there  must  be  shares. 
The  Raiffeisen  associations  met  such  dictation  by 
making  their  own  shares  as  small  as  possible,  gene- 
rally 10  or  12  marks,  at  most  1 5  marks,  pay- 
able by  instalments.  Raiffeisen  advisedly  would 
have  no  dividend,  because  there  is  to  be  no  direct 
profit,  and  because  dividend  makes  people  greedy. 
Once  more  the  Legislature  overruled  him.  How- 
ever, the  members  of  the  "  Village  Banks,"  have 
voted    all    their    dividend    away,    once    for    all,    to    two 


136  PEOPLE'S   BANKS. 

ditiferent  reserve  funds,  keeping  back  only  sixpence  a 
head,  which  goes  in  subscription  for  the  official  pub- 
lication of  the  associations,  in  which  the  balance-sheet 
of  every  bank  has  to  be  published.  All  through,  it  is 
one  of  the  essential  features  of  the  organisation  that 
individuals  are  not  to  derive  any  benefit  from  the  bank 
except  the  privilege  of  borrowing,  and  that  every 
farthing  which  is  left  over  out  of  transactions  is  rigor- 
ously carried  to  one  or  other  of  the  two  reserve  funds 
instituted.  One  of  these  is  an  ordinary  reserve  fund  out 
The  In.iivi-  of  which  to  meet  occasional  deficiencies.  The  other, 
sible  Reserve,  called  "  Stiftungsfonds,"  *  to  which  without  fail  two- 
thirds  of  the  annual  profits  must  go,  is  an  entirely 
peculiar  feature.  It  belongs  wholly  to  the  bank,  and 
must  not  be  shared  out  on  any  account  or  pretence 
whatever.  This  second  reserve  fund  really  is  the  back- 
bone of  the  whole  system.  Little  by  little  it  keeps 
increasing,  but  with  "  mony  littles  making  a  muckle," 
it  grows  up  in  course  of  time  to  an  impregnable  rock 
of  financial  solvency.  Its  first  object  is  to  meet  de- 
ficiencies or  losses  for  which  only  with  hardship  could 
individual  members  be  made  responsible.  Its  next,  of 
course,  is  to  supply  the  place  of  borrowed  capital,  and 
so  make  borrowing  cheaper  to  members.  Lastly,  should 
it  outgrow  the  measure  of  such  employment,  it  may, 
at  the  discretion  of  the  society,  be  applied  to  some 
public  work  of  common  utility  benefiting  the  district. 
Not  even  in  the  event  of  the  association  being  dis- 
solved is  any  sharing-out  permitted,  lest  a  rich  associa- 
tion be  tempted  to  dissolve  for  the  sake  of  the  spoils. 

■•'•  This  name  was  adopted  in  1889  under  the  new  Act,  which  made 
the  designation  of  Verei/iSTermuo^en  {property  of  the  Society)  no  longer 
appropriate,  inasmuch  as  such  "  property  "  must  be  disposed  of  in 
some  way  by  vote  every  ten  years.  That  would  have  been  a  death- 
blow to  Raiffeisenism.  Therefore  the  Act  had  to  be  circumvented 
somehow.  Recently  the  German  Parliament  has  passed  a  short  Act 
re-instating  the  "  Property  ol   the  .Society"  in  its  old  rights. 
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In  the  case  of  a  dissolution  it  is  provided  that  the 
money  must  be  handed  over  to  some  public  institution 
to  be  kept  on  trust  until  required  for  the  endowment  of 
a  new  association  formed  in  the  same  district,  and 
under  the  same  rules.  Or,  that  failing  within  a  reason- 
able time,  the  reserve  may  be  employed  for  some 
useful  local  public  work.  Thus  the  whole  fabric  is 
built  up  on  the  lines  of  pure  co-operation,  of  safety, 
caution   and   stability. 

This   same  principle   is  applied  also   to   the  practice  Safeguards 
of  lending.      Loan  association  though   the  association  ''^^^P^^d. 
is— for  safety's  sake,   it  deliberately  makes  borrowing, 
not   easy,   but  difficult.      Indeed,   the  whole   machinery 
is    so    framed   as    to    check   borrowing    rather   than   to 
encourage   it.      Money   is,   indeed,   to   be   provided   for 
every  one  who  needs  it  ;    but  in  every  instance  he  must 
first  make  out  his  case,  and  prove  alike  that  he  is  trust- 
worthy and  that  his  enterprise  is  economically  justified. 
There   is   nothing   which   the   associations   more   deter- 
mmedly  set  their  face  against  than  mere  improvident 
borrowing,   stopping  up  one  hole  by  making  another. 
If  an  applicant  make  out  his  case,  be  he  ever  so  poor, 
the    money   will    be   placed   at   his    disposal.      Without 
such  proof,  be  he  ever  so  wealthy,  the  money  is  sure 
to  be  refused.     And  once  the  money  is  granted,  to  the 
specific  object  for  which  it  was  asked  must  it  be  con- 
scientiously   applied.      Once    every    three    months    the 
Council    of    Inspection   review   the   position   of   debtors 
and  their  sureties,  and  consider  the  employment  given 
to  the  loan  money.     Should  a  surety  be  found  to  have 
deteriorated   in   value,    in   the    interest    of   the   associa- 
tion, a  better  surety  is  at  once  called  for.    And  should 
that  demand  not  be  complied  with,  or  should  the  debtor 
be  found  to  have  misapplied  his  money,  under  a  special 
clause   the   loan   is   at   once   called   in,   at   four   weeks' 
notice.       This    may    seem    harsh    dealing.      But    it    is 
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absolutely  necessary  for  the  security  of  the  association. 
And  in  practice  it  has  not  been  found  to  work  at  all 
harshly.  Those  who  apply  it  are  the  debtor's  own 
neighbours,  who  are  sure  not  to  have  recourse  to  such 
ultima  ratio  except  in  cases  of  positive  necessity.  As 
a  matter  of  fact,  it  has  scarcely  been  resorted  to  at 
all—which  just  shows  its  value  as  a  birch-rod  on  the 
mantelpiece.  In  another  respect  the  banks  are— wisely 
—equally  inexorable.  Alike  interest  and  principal, 
so  they  insist,  must  be  paid  to  the  very  day.  The 
principal  is,  for  all  loans  running  any  length  of  time, 
made  repayable  by  equal  instalments  ;  and  on  any 
point  rather  will  the  association  give  way  than  on  that 
of  prompt  and  punctual  repayment.  Not  only  does 
this  arrangement  materially  facilitate  the  carrying  on 
of  the  business,  but  it  is  far  more  valuable  still  as 
training  the  borrowing  folk  to  habits  of  punctuality. 
"  Our  country  folk  "—so  says  M.  Garreau,  a  man  of 
some  experience,  in  agreement  with  many  other  writers 
— "  are  capital  repay ers,  but  without  training  they  have 
absolutely  no  idea  of  the  lapse  of  time."  The  service, 
then,  which  these  associations  render  by  instilling 
into  these  men  both  business  habits  and  the  sense  of  a 
duty  to  meet  engagements  promptly,  is  very  con- 
siderable. 

In  the  matter  of  method,  lending  is  advisedly  made 
the  Method.  as  simple  and  as  easily  intelligible  a  process  as  pos- 
sible. All  that,  as  a  rule,  is  asked  for  is  a  note  of  hand, 
unbacked,  or  else  backed  by  one,  or  more  generally 
two  sureties,  according  to  the  circumstances  of  the 
case.  That,  of  course,  precludes  all  raising  of  money 
by  passing  on  acceptances.  The  difficulty  has  been 
met,  in  the  case  of  the  Central  Bank  requiring  addi- 
tional money,  by  asking  societies,  in  special  cases, 
for  acceptances  earmarked  for  the  particular  purpose 
of  being  passed  on.     Such  acceptances  arc,  of  course, 
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pure  accommodation  bills.    Occasional  recourse  to  such 
expedient  was  judged  preferable  to  forcing  acceptances, 
of  which  the  rural  population  have  an   unconquerable 
horror,    upon    the    latter.        Otherwise    every    farthing 
that    is    wanted,    so    far    as    it    is   not    supplied   by   the 
savings  or  other  deposits  paid  into  the  banks,  has  to 
be  raised  by  borrowing.    At  the  outset  that  may  appear 
rather  a  cumbrous  proceeding.     But  what  with  a  high 
reputation  secured  by  exemplary  business  habits,   and 
the   substantial   guarantee   of  unlimited  liability  of  all 
members,  the  banks  have  long  since  gained  for  them- 
selves   a    position    commanding   ordinarily   easy   credit 
at    the    cheapest    market    rates.       Confidence    in    their  How  the 
security    is    so    well    established    that     (as    appears    on  tillage  Banks 
official  evidence  from  a  report  published  in    1875)  in  """^ ''"''"''■ 
Rhineland  Law  Courts  actually  allow  trust  moneys  to 
be    paid   in    to    them    on    deposit  ;     and   in   those    two 
critical  epochs  of  crucial  testing  of  German  credit,  the 
years   of  the   two   great  wars,    1866  and    1870— when 
deposits   were   withdrawn   wholesale   from   other  banks 
and  when  even  diplomatists  like  Sir  R.   Morier  found 
it  difficult   (so  he  himself  reports)  to  supply  themselves 
with  money— deposits  were  actually  pressed  upon  the 
Raiffeisen   Banks,    for   safe   keeping,    though   it   should  ' 
be  without  any  interest  at  all.*      In  truth,  the  savings 
deposits  alone  go  a  long  way.      Some  banks  have,  at 
the  outset,  to  do  as  good  as  altogether  without  them. 
But  in  not  a  few  of  the  older  established  they  supply 
actually  all  the  local  demand  and  even  more. 

Raiffeisen   co-operation   has   been   the    first   form   of  They  generate 
co-operation  to  reveal  to  the  world  the  unlimited  pos-  o^oX'"'''"" 
sibilities    contained    in    co-operative    credit    as    a    pro-  Forms^"^ 
moter  of  other  forms  of  Co-operation.      In  the  matter 
of  co-operation— whether  for  supply,  distribution,  pro- 

*  The  same  thing  happened  in  the  case  of  the  Schulze-Dehtzsch 
Banks. 
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duction  or  common  work,  or  whatever  the  object  may- 
be— before  Raififeisen  credit  developed,  rural  Germany 
was  a  barren  waste.  Credit  came  upon  the  scene  and 
forthwith  the  soil  brought  forth  flowers  and  fruit  in 
abundance,  shaming  us  by  the  number  and  the  remark- 
able success  of  its  agricultural  co-operative  organisa- 
tions. In  the  wake  of  Credit  co-operative  supply, 
production,  dairies,  and  any  number  of  distinctive  co- 
operative organisations  have  sprung  up.  Not  to  speak 
of  supply  and  the  like,  co-operative  dairies  have  been 
organised  freely — to  a  large  extent  under  the  generat- 
ing shelter  of  credit  societies.  There  are  co-operative 
dairies  formed  without  such  assistance,  some  with  very 
substantial  capitals  subscribed  by  members.  But  in 
many  cases  the  credit  society  has  proved  the  direct 
parent  and  first  feeder.  The  bank  has  found  the  money, 
repaying  itself  out  of  the  business.  Keeping  back 
I  pfennig  (|rf.)  on  every  two  pounds  of  milk  delivered 
enables  the  dairy,  as  a  rule,  to  pay  off  such  debt  in 
about  ten  years. 

Then  there  are  the  useful  vinegrowers'  associations, 
which  have  from  Germany  found  their  way  into  Tran- 
sylvania and  France,  where  they  answer  equally  well, 
and  which  Mr.  W.  Bevan  is  now  trying  to  intro- 
duce into  Cyprus.  In  Germany  they  have  had 
their  periods  of  trouble.  But  the  advantages  of 
cheapness  combined  with  purity  of  the  product 
ha\e  generally  managed  to  carry  the  association 
triumphantly  over  such  shoals.  On  the  Rhine, 
the  Ahr,  the  Moselle,  and  in  Transylvania  such 
associations  prosper  well.  Their  work  consists  as 
a  rule  in  common  pressing  of  the  grapes,  though 
there  are  some  societies  which  simply  act  as  sale 
societies,  collecting  the  ready  made  wine  and  disposing 
of  it.  Generally  speaking  the  grapes  are  delivered 
to   the   common   press,   where   they  arc   at   once   tested 
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for  sugar,  which  is  the  determining  factor  of  their 
value.  According  to  the  percentage  of  sugar  shown 
the  grower  is  at  once  credited  with  the  money  value, 
in  accordance  with  a  scale  fixed  beforehand,  which 
money  value  a  credit  with  the  bank  enables  the  society 
to  pay  in  cash.  The  scale  is  always  so  fixed  as  to  leave 
the  society  on  the  safe  side  and  keep  some  balance 
to  be  handed  over  to  the  grower  at  the  close  of  the 
financial  year.  However,  growers  attach  importance 
to  being  paid  the  major  portion  at  once.  And  thus  far 
all  the  wines  produced  are  "  small  "  wines,  which  do 
not  want  to  be  kept  long.  The  wine  is  then  disposed 
of  as  opportunity  permits,  and  the  accounts  are  eventu- 
ally closed.  The  addition  to  the  price  realised  is 
generally  rather  more  liberal  than  that  which  the 
grower  used  to  obtain  when  operating  for  himself. 
Thus  grapes  which  used  to  sell  at  18  to  20  pfennig^ 
per  pound  have,  through  the  associations,  realised  30 
to  48  pfennigs,  grapes  which  used  to  sell  at  12 
pfennigs,  25  pfennigs,  and  so  on.  The  result  depends 
upon  the  hold  which  the  co-operative  vintry  can 
manage  to  establish  upon  the  market.  Their  supre- 
macy cannot  always  be  maintained  in  the  face  of 
opposition  from  the  professional  dealers.  At  such 
times  the  public,  which  has  an  interest  in  the  purity 
of  wine,  should  stand  by  its  friends. 

The    societies    for   the   purchase,    in    some    cases   the   Purchase  and 

manufacture,  very  often  the  common  use,  of  implements  common 

J  1  •  1  ,       •,  Use  of 

and     machmery,     have     proved     decidedly     successful.   Machinery. 

Entire  installations  of  electric  power  and  machinery 
have  been  provided  in  this  way.  In  a  similar  way  local 
banks  have  assisted  towards  the  formation  of  hop- 
growers'  associations,  and,  lastly,  towards  the  forma- 
tion of  grain-selling  societies  which,  although  the  Co-operative 
problem  attacked  by  them  is  generally  admitted  to  be  Granaries. 
beset   with   difficulties,    have   under    good   management 
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achieved     some     signal     triumphs     and     substantially 
benefited   their  members. 

The  multiplication  of  Village  Banks  has  as  a  matter 
of  course  led  from  co-operation  among  individuals  to 
co-operation  among  associations.  Throughout  the 
Empire  societies  have  been  grouped  in  unions,  of 
which  there  are  now  thirteen,  extending  from  Eastern 
Prussia,  Posen,  and  Silesia  to  Rhineland  and  Alsace- 
Lorraine,  each  with  its  own  Committee  and  chairman. 
And  at  the  apex  of  the  whole  fabric  stands  the  General- 
anwaltschaft,  with  its  Representative  Council  and  the 
Annual  General  Meeting  to  check  and  direct  its  action. 
Since  1877,  moreover,  the  union  of  associations  possess 
their  own  Central  Bank,  in  which  the  affairs  and 
interests  of  the  whole  system  are,  so  to  speak,  focussed, 
and  which  has  proved  a  very  appreciable  convenience 
and  source  of  common  strength,  and,  moreover,  a 
most  useful  intermediary  between  local  banks  and  the 
general  market,  as  Dr.  Koch,  while  President  of  the 
Imperial  Bank  of  Germany,  has  testified  in  the  German 
Parliament.*  The  Central  Bank  is  really  a  joint-stock 
company,  based  on  limited  liability  only.  It  derives 
its  strength  from  the  local  associations.  The  bank 
is  intended  as  an  institution  only  for  the  benefit  of  the 
Raififeisen  associations.  It  does  absolutely  no  business 
beyond  that  of  the  Union.  It  is  intended  to  serve  as 
common  cash  box,  equalising  excess  and  want,  and 
facilitating  common  business.  Since  the  dividend  pay- 
able on  capital  is  limited  to  3?7  per  cent. — all  surplus 
being  carried  to  the  reserve  fund — and  since  the  busi- 
ness has  become  large,  the  bank  can  lend  out  to  local 
associations  at  very  reasonable  rates,  all  the  more  so 
since,  originally,  the  Imperial  Bank,  and  subsequently 
the  State -endowed  Centralgenossenschafiskasse,  has 
entered  into  a  standing  agreement  with  it  which  entitles 
*  Kolnischc  Zeiiuiii;,  27th  March,  1895,  ^o-  -^Q- 
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it  to  advances  and  rediscounts  on  favourable  terms.  The  its  Services. 
Central  Bank,  which  has  quite  recently  been  removed 
from  Neuwied  to  Berlin,  lends  out  to  local  societies  in 
ordinary  times  at  the  rate  of  3 J  per  cent.,  and  allows 
them  3^  per  cent  on  deposits  up  to  the  sum  of  £500 
and  3I  per  cent,  beyond.  Its  business  is  so  simple — 
I  have  seen  it  all  done  on  the  spot— that  i  per  1,000 
of  the  turnover  suffices  for  all  expenses.  The  turnover 
has  grown  very  considerably.  In  1877  (four  months 
only)  it  was  £9,000.  By  1880  it  had  risen  to  £56,000, 
by  1890  to  £500,000,  and  by  1894  to  £1,400,000.  It 
was  then  decided  to  create  provincial  branch  banks 
acting  as  succiirsales  to  the  Central  Bank.  There  are 
now  thirteen  such,  severally  established  at  Konigsberg, 
Danzig,  Berlin,  Erfurt,  Breslau,  Cassel,  Frankfurt, 
Coblenz,  Brunswick,  Strassburg,  Nuremberg,  Posen  and 
Ludwigshafen.  None  of  these  branch  banks  did  a 
considerable  business  before  1895.  But  the  aggregate 
turnover  rose  at  once  in  that  year  to  £3,000,000. 
By  1908  the  annual  business  of  the  Central  Bank  and 
its  branches— in  money  only— had  risen  to  758,190,505 
marks  (£37.909.500).  There  were  then  4,272  local 
banks  holding  shares  in  it,  and  the  total  share  capital 
subscribed  stood  at  8,596,000  marks  (£429,800),  of 
which  8,556,000  marks  was  paid-up.  And  so  far  from 
being  in  debt  to  the  State-endowed  bank,  the  Bank  had 
3,088,000  marks  (£154,400)  standing  with  it  to  its 
credit.  The  Central  Bank  of  Neuwied  by  itself  did 
an  annual  money  business  of  £16,841,300.  That 
does  not  represent  the  total  amount  of  lending  and 
borrowing  done  between  bank  and  bank  in  the  Raif- 
feisen  connection.  Much  business  is  done  among  local 
banks  without  the  interposition  of  the  central  institu- 
tion. Herr  Cremer,  when  at  the  head  of  the  Union, 
estimated  that,  thanks  to  such  co-operative  banking, 
the  current  rate  of  interest  generally  in  Germany  had 
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been  reduced  by  about  i  per  cent.,  and  credit  had 
been  cheapened  to  that  extent.  The  Central  Bank 
with  its  branches  has  become  a  veritable  Little  Pro- 
vidence to  the  local  institutions,  enabling  new  banks 
to  establish  themselves  and  grow  up  with  a  credit 
granted  to  them,  which  places  them  in  a  position  to 
do  without  other  borrowed  money,  and  to  dispense 
even  with  local  savings,  while  weak  and  not  qualified 
to  attract  such. 
Co-operative  The   possession   of  a   Central   Bank   has  enabled  the 

Supply.  Central  Office  to  multiply  its  services  in  a  very  accept- 

able manner  to  the  local  associations  and  their  mem- 
bers. Among  other  things,  it  has  helped  it  to  establish 
centralised  co-operative  supply,  mainly  for  agricul- 
tural purposes— implements,  feeding-stuffs,  manures, 
seeds,  and  also  coals— which  was  very  much  needed. 
It  amounted  in  1908  to  72,258,921  marks 
(£3,612,946)  in  respect  of  business  passing  through 
the  Central  Bank  alone,  out  of  the  profits  of  which 
it  is  a  standing  rule  that  (after  writing  down  depre- 
ciation) a  dividend  on  purchases  should  be  allowed 
at  a  rate  rising  from  33^  to  66§  per  cent,  according 
to  the  smaller  or  larger  amount  of  business  done— the 
more  business  the  higher  the  dividend  ;  out  of  the 
balance  remaining  3^  per  cent,  is  allowed  on  share 
capital,  and  20  per  cent,  is  added  to  the  regular  reserve 
fund,  all  remaining  surplus  being  carried  forward. 
To  this  in  due  course  has  been  added  a  much  appre- 
ciated distributive  service  for  the  sale  of  household 
requisites,  that  is,  groceries,  dry  goods,  and  every- 
thing that  is  likely  to  be  wanted  in  the  household. 
Originally  such  trading  was  carried  on,  not  by  the 
Central  Bank,  but  by  a  distinct  central  body,  a  trading 
firm  formed  as  a  joint-stock  company,  in  the  hands  of 
individuals.  It  was  to  disarm  criticism  on  the  score 
of   such    arrangement    not    being    "  co-operative,"   that 
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the  trading  firm  was  dissolved  and  its  business  handed 
over    to    the    Central    Bank    as    the    only   then   existing 
common  central  body.      Such  arrangement,  as   I  have 
frequently   pointed   out,    entails    many   drawbacks.      It 
IS   apt    to    confuse   accounts,    and   to    lead   the    Central 
Bank   into   difficulties.      It   is   therefore   satisfactory  to 
be    able    to    report    that    the   entire    separation    of    the 
trading     branch     from     the     money     department     has 
recently  been  decided  upon.      Each  branch  is  hence- 
forth to  be   conducted  as  a  distinct   institution.      The 
trading    business,    though    not    as    substantial    as    one 
would  like  to  see  it,  and  as  it  may  be  expected  now  to 
become,   is  very  considerable.      Like  the  focussing  of 
business  in  a  Central  Bank,  this  new  feature  of  \illage 
Bank   co-operation  has   been  pretty  widely   copied   by 
other  co-operative  and  quasi-co-operative  institutions, 
and  by  this  means  co-operative  supply  has  of  late  years 
spread  very  rapidly  all  over  rural   Germany,   so  as  to 
have  far  outstripped  anything  that  we  have  to  show  in 
our   country. 

The  uses  of  centralised  co-operation— among  a  body   Further  De- 
of  societies  which  now  exceeds  5,ooo_do  not  end  here.    CrlTrfor^^ " 
The  local  associations  have  long  since  learnt  to  carry  on  I'istriLuthe 
not  a  little  co-operative  trading  on  their  own  account  in    ^°''''^'^'- 
their  own  localities,  in  some  cases  forming  supply  asso- 
ciations by  the  side  of  the  banks,  which  employ  bank 
money  raised  by  credit,  but  keep  their  operations  and 
liabilities  distinct.    There  are  local  associations  which 
m  this  way  do  in  their  own  little  villages  as  much  as 
£2,000    worth    of    supply   business    in    the    year,    and, 
mdeed,   this  business   is  now  increasing  very  rapidly. 
To    focus   supply   business   a   special   organisation   has 
been  created  with  twelve  headquarters,  which  do  a  very 
large    business.      Those    Central    Supply    Departments 
require    credit    for    trading   purposes   as   banks    do   for 
credit  purposes.      And  they  raise   it  from  the   Central 
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Bank  by  a  distinct  service,  the  volume  of  which 
in  1908  reached  the  figure  of  255,644,020  marks 
(£12,782,200).  Beyond  this  the  Central  Bank  pro- 
vides, by  means  of  agreements  which  it  has  concluded 
with  large  insurance  companies,  insurance  against 
fire,  hail,  burglary,  embezzlement,  mortality  among  live 
stock,  employer's  liability,  and  also— a  practice  very 
usual  in  Germany— against  loss  of  money  in  transitu, 
as  well  as  for  life  insurance,  at  materially  reduced 
premiums. 

With  the  help  of  its  centralised  institutions,  and  in 
virtue   of  its   own  inherent  sound  principle,  the  small 
"  grain  of  mustard  seed  "  planted  in  the  obscurity  of 
the    barren    Westerwald    has     long    since     become    an 
"exceeding  great  tree."      To  measure  its  results  and 
gauge  its  full  utility  we  must  not  stop  at  the  border  of 
the  Raiffeisen  Union  itself,  with  its  more  than   5,000 
societies— more  than  4,300  of  which  are  simple  credit 
societies— imposing   as    those    figures    are.      We    shall 
have    to    extend    our    view    to    the    "  Adaptations  "    in 
Germany— more  in  number,  though  less  pure  in  prin- 
ciple—and   to    the    host    of    imitations    occurring    in 
other  countries,  now  including,  in  addition^  to  Austria, 
Russia,   Belgium,   Holland,   France,   Italy,   Servia,   Bul- 
garia, &c.,  also  Ireland,  Cyprus,  and  India— of  all  which 
organisations  the  Neuwied  Society  is  the  direct  parent. 
Here  is  a  vast  good  work  done,  the  beneficiaries  from 
which   have    good   cause   to   remember   with    gratitude 
the  half -blind  Burgomaster  of  Rhineland.   In  Germany 
the  Raiffeisen  Union  proper  at  the  close  of   1908  em- 
braced no  fewer  than   5,047  societies,  4,340  of  which 
were    credit    societies,    and    707    productive.      Of    the 
powerful    impulse    which    Raiffeisen    Credit    Co-opera- 
tion   has    directly    given    to    agricultural    co-operation 
in  a  wider  province,  as  represented  by  dairies,  vintries, 
as  well  as  by  breeding  societies,  distributive,  common 
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purchase,  and  common -use -of -machinery  societies- 
only  a  mere  handful  of  which  class  of  organisations 
existed  before,  I  have  already  spoken.  At  the  close  of 
1907,  4.I02  credit  societies  sending  in  returns  reported 
their  collective  membership  as  405,819.  The  collec- 
tive balance-sheets  showed  490.734,834  marks  assets, 
and  489,234,357  marks  liabilities.  The  collective 
share  capital  amounted  to  only  3,625,045  marks.  But 
there  were  reserve  funds  of  13,698,485  marks.  There 
were  390,052,933  marks  of  deposits  and  18,300,581 
marks  cash  balances  due  to  members.  Of  the  former 
sum  146,194,777  marks  had  been  paid  in  during  the 
year.  The  total  amount  outstanding  in  advances  was 
373,733,^00  marks,  consisting  of  only  71,464,079 
marks  in  cash  credits,  and  302,269,021  marks  in 
specific  loans.  Of  the  latter  amount— most  of  which 
runs  for  long  terms— 63,780,931  marks  had  been 
granted  during  the  year  1907.  The  business  on  current 
account  showed  97,105,757  marks  paid  out,  and 
80,792,709  marks  received.  Management  expenses 
figure  at  the  low  figure  of  only  2,949,030  marks. 

There  can  be  no  doubt,  as  is  attested  on  all  sides, 
that  Raifieisenism  has  proved  a  success. 

It  may  be  well  now  to  examine  the  causes  of  such 
results.  Perhaps  the  present  German  Imperial  Chan- 
cellor, Herr  von  Bethmann-HoUweg,  was  not  altogether 
wrong  in  the  explanation  which  he  gave  publicly  a 
short  time  ago— which  explanation  contrasts  strangely 
indeed  with  the  gloomy  picture  drawn,  from  pure 
imagination,  in  our  House  of  Lords  by  a  spokesman 
of  the  Government  of  Mr.  Asquith,  speaking  with 
curious    positiveness.* 

"  Your  movement,"  so  Herr  von  Bethmann-Hollweg  The  German 
remarked,   "  embraces  the  entire  German  Empire  and  Chancellor  on 

.-  o        T      J     TA  "Raiffeisen- 

-bee    Lord    Denman  s    Speech,    9th    July,    1908,    Pa^liamentar^'   ism." 
iJebates,  Fourth  Series,  Vol.  192,  pp.  4  to  7. 
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deals  out  enormous  sums  of  money.  Yet  with  all  this, 
its  work  is  '  detail  work,'  on  a  small  scale.  In  pro- 
viding personal  credit  on  a  secure  basis  for  those  who 
need  it,  you  satisfy  an  economic  want.  However,  at 
the  same  time  you  exercise  a  most  powerful  ethical 
influence  upon  your  memT^ers.  The  careful  examina- 
tion of  cases  coming  before  you,  which  is  indispensable 
in  the  interest  of  safety,  gives  you  a  profound  insight 
not  only  into  your  neighbour's  purse,  but  also  into  his 
heart.  You  become  bound  together  by  the  link  of 
common  work  and  common  love  of  your  neighbour. 
This  is,  as  I  said,  '  detail  work,'  carried  down  into 
minutiae.  It  may  be  troublesome,  but  its  reward  is 
great.  We  live  in  an  age  of  great  dangers.  But  the 
dangers  reside  less  in  the  fists  of  men  than  in  their 
dispositions.  To  work  upon  dispositions,  it  is  neces- 
sary that  one  should  exercise  moral  power.  Only  by 
means  of  such  may  we  hope  to  compass  the  end  aimed 
at.  And  of  such  moral  power  your  daily  work,  of 
neighbour  influencing  neighbour,  is  the  source.  Your 
work  is  not  obtrusive  or  interfering,  but  it  is  permeat- 
ing and  transmuting.  It  draws  people  together  and 
enables  the  good  to  triumph  over  the  evil." 
However,  let  us  go  into  particulars. 
Common  Above  all  things,  there  is  the  common,  the  joint  and 

'^  '  "^  several    liability — call    it    "unlimited"    if    you    like — 

without  which  Raiffeiscn  would  ha\e  no  bank  to  adopt 
his  name,  and  without  which,  indeed,  a  sound  Raif- 
feisen  Bank  is  inconceivable.  The  liability  is  not 
really  "  unlimited,"  as  I  shall  show.  It  is  to  the 
interest  of  the  society  itself  that  it  should  be  strictly 
circumscribed — even  beyond  what  can  be  done  by  the 
very  obvious  and  desirable  expedient  of  limiting  the 
lending  powers  of  the  governing  body,  in  the  case  of 
collective  lending  as  of  individual  loans  -and  that  no 
risk  of  any  kind  should  be  incurred.     But  so  far  as  the 
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principle  "  one-for-all  and  all-for-one  "  is  adopted,  its 
adoption    must    be    absolute,    and    absolute    with    full 
equality  among  members,   assigning  equal   rights  and 
equal  liabilities  to  all.     That  is  the  very  pillar  of  the 
system,   the  pivot  upon  which  the  whole   organisation 
must  necessarily  turn.     This  consideration  has  become 
of  even  more  compelling  importance  than  it  previously 
possessed    by    the    barriers    which    under    the    twofold 
dictation    of   prudence   and   the   law   have   been   placed 
in  the  way  of  the  retirement  of  members.      Previously 
a   member   was   allowed   the   right   to    retire   whenever 
he  might  please  and  thereby  at  once  to  become  quit  of 
all   liability  except   that   contracted  prior  to  his  with- 
drawal, in  respect  of  which  the  German  law  prescribes 
a  limit  of  two  years.    It  has  now  been  judged  advisable 
to  limit  retirement  to  the  conclusion  of  a  financial  year, 
and    to    make    it    conditional    upon    notice    previously 
given.      The  object   in  this  and  in  all  similar  limita- 
tions is  to  provide  as  absolute  security  for  the  protec- 
tion  of  creditors   as   is  possible.      The   avowed  object 
for   which   you   co-operate   is,   by   means    of   collective 
effort,    by,    so    to   speak,    the    creation    of   a    "  faggot- 
liability,"  to  obtain  for  yourselves  the  credit  which  in 
an  isolated  condition  you  do  not,  or  every  one  of  you 
does  not,  command.   That  means  that  within  the  asso- 
ciation you  must  provide  an  efficient  substitute  for  that 
pledge   credit   which   Leon   Say  condemns,   and   which 
your  members  have  it  not  in  their  power  to  purchase  ; 
and  outside  the  association  create   security  ample  for 
your  borrowing,  and  such  as  will  make  inquiry  by  the 
outside  lender  in  every  specific  case  superfluous.     The 
ostensible  financial  value  which  you  collectively  pledge 
to  the  outer  world  may  be  that  of  one  man  only  in  the 
whole    association.      That    is    his    contribution    to    the 
common  stock,  perfectly  legitimate,  if  it  is  safeguarded. 
But  please   observe  that   in  this  application.  "  credit  " 
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and  "  liability  "  do  not  at  all  mean  the  same  thing 
as  "  money."  We  do  not  ask  any  man  to  give  a  single 
penny,  be  it  to  a  fellow -member,  be  it  to  the  associa- 
tion collectively.  Quite  the  reverse.  We  particularly 
beg  him  not  to  give.  We  tell  him  that,  not  in  his  own 
interest  only,  but  even  more  in  the  interest  of  the 
association,  it  is  essential  that  he  should  carefully 
abstain  from  giving.  He  is  to  support — to  help  others 
to  help  themselves.  The  employer,  who  has  his  em- 
ployee financially  well  in  his  power,  may  unhesitatingly 
assure  his  credit  by  lending  him  the  use  of  his  name. 
The  banker  who  holds,  not  perhaps  directly  negotiable, 
but  ultimately  adequate,  security  from  his  client,  may 
well  grant  that  client  an  overdraft,  or  accredit  him 
with  another  institution.  In  the  same  way  in  the 
Raiffeisen  associations  we  try  to  create — and  have 
indeed  succeeded  in  creating — a  security  which  acts 
as  a  very  effective  substitute  for  a  pledge,  and  secures 
those  who  lend  their  credit  by  making  it  their  foUow- 
members'  direct  interest,  not  only  to  be  honest  them- 
selves, but  also  to  see  that  others  are  honest.  That 
is  Raiffeisen's  great  triumph  ;  the  creation  of  such 
security,  where  previously  there  was  none,  is  his  pecu- 
liar merit.  The  lively  sense  of  responsibility  required, 
for  one's  self  and  for  others,  is  absolutely  not  to  be 
assured  without  the  enlistment  of  liability,  not  only 
direct,  but  going  a  good  deal  beyond  the  value  of  a 
share  or  a  good  many  shares,  be  they  small  or  be  they 
large.  There  is  nothing  to  sharpen  the  wits  of  people 
concerned,  to  make  them  watchful,  critical,  observant, 
inexorable,  like  effectual  liability.  You  have  the  prin- 
ciple in  germ— and  in  germ  only— in  Scotch  Cash 
Credit. 
Scoicli  Cash  The  Report  of  the  Lords  and  Commons  Committee 

talns'thTrrn-  °^    1 826  on  Scotch  Banking  already  quoted  indicates 
cipleir.  Germ,    two   important   elements   of   security   as   explaining   its 
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success  : — establishment  by  inquiry  of  the  borrower's 
trustworthiness,  and  control  of  his  action  of  employ- 
ment. There  were  at  the  time  then  spoken  of  about 
11,000  cash  credits  outstanding  collectively  for  about 
six  millions  of  money.  In  addition  to  the  i  r,ooo 
borrowers,  there  were,  as  the  evidence  points  out, 
between  30,000  and  40,000  persons  liable  for  the 
loans,  acting  as  checks  and  controllers  ;  30,000 
or  40,000  pairs  of  eyes,  directly  interested  in 
the  case,  watching  the  borrowers  on  behalf  of 
the  bank  ;  30,000  or  40,000  tongues  to  remind  them 
of  their  duty,  and  warn  them  should  they  threaten 
to  go  wrong.  That  explains  the  whole  satisfactory 
working  of  the  system.  Here  are  the  two  main  pillars 
of  co-operative  credit  recognised— /o/az/'  liability  and 
individual  checking.  The  sureties  become  an  inter- 
mediate body  between  capital  and  want,  helping  the 
latter,  but  also  effectually  safeguarding  the  former. 

Now  this  is  co-operative  banking  applied  in  a  very 
halting  and  middle-class  sort  of  way,  among  people 
who  possess  property  and  also  some  commercial  educa- 
tion. Our  object  is  to  dive  deeper — so  we  must  pro- 
ceed upon  very  much  broader  and  more  popular  lines. 
We  must  multiply  our  sureties  and  quicken  the  vigil- 
ance and  control  by  responsibility  carried  still  further. 

The  fundamental  idea  of  co-operative  credit  banking  The  Germ 
is,  as  has  already  been  explained,  that  a  number  of  men  Developed. 
—poor  alone,  or  else  poor  and  wealthy— join  together 
to  pledge  their  credit  in  common,  in  order  thereby  to 
obtain  the  temporary  command  of  money  which  indi- 
vidually they  cannot  secure,  with  a  view  to  disposing 
of  that  money  among  themselves,  likewise  for  tem- 
porary employment,  and  for  profitable  purposes.  The 
practicableness  of  the  scheme  hinges  upon  the  feasi- 
bility of  ensuring  repayment  from  members,  and 
thereby  creating  a  good  foundation  for  credit  by  secur- 
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ing— absolutely  securing — those  who  pledge  what  they 
possess,  practically  "up  to  the  hilt,"  for  the  benefit 
of  others.  That  is  done  by  selecting  your  members, 
by  watching  the  borrower,  by  watching  the  loan,  and 
reserving  to  yourself  effective  power  for  calling  it  in, 
and  by  subordinating  everything  that  is  done  to  the 
one  consideration  of  safety.  Now  see  how  unlimited 
liability  directly  serves  to  supply  all  this. 

Without  unlimited  liability,  to  begin  with,  you  can 
never  make  sure  that  your  bank  will  be  sufficiently 
careful  in  the  selection  of  its  members.  Such  selection, 
limiting  your  membership  to  persons  absolutely  trust- 
worthy, is  the  primary  condition  of  success.  "With  only 
his  5s.  or  £1  share  at  stake  no  person  in  town  or 
village  would  care  to  say  "  No  "  to  an  applicant  for 
admission  unless  he  be  a  downright  disreputable  neigh- 
bour. Why  should  he  disoblige  him  ?  However,  we 
know  from  experience  that  co-operative  banks  have 
had  to  be  broken  up  because  some  black  sheep  had 
in  this  way  found  their  way  into  the  fold.  Make  people 
understand  that  in  electing  the  new  member  they 
practically  make  themselves  liable  for  any  default  which 
he  may  make,  and  all  considerations  of  etiquette  and 
mere  neighbourly  courtesy  are  sure  to  vanish.  The 
breeches -pocket  knows  of  no  etiquette.  Hence,  in  a 
great  measure— though  not  solely— that  marvellous 
morally  educating  power  which  it  is  generally  admitted 
that  RaifTeisen  banks  exercise  upon  their  members.  This 
it  is  which  has  helped  to  make  the  Village  Banks  such 
admirable  moral  reformers,  instilling  principles  which 
previously  were  not  altogether  common.  People  soon 
find  out  the  value  of  a  cheap  lending  institution,  when 
they  see  their  neighbours  regularly  employing  it.  Once 
they  are  made  to  understand  that  membership  is  alto- 
gether dependent  upon  their  good  character  and  good 
conduct,  and  its  continuance  upon   their  perseverance 
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in  such  virtues,  it  is  astonishing  how  fast  the  drunkard 
forsakes  his  sottish  ways,  the  spendthrift  his  extrava- 
gance, how  fast  the  idle  becomes  industrious,  the 
quarrelsome  man  peaceful,  and  the  reckless  careful. 

Next,  without  unlimited  liability,   you  would  not,  at   it  secures 
any  rate  to  the  same  extent,  secure  the  admirable  man-   ^?".^  ^'l' 

■^  '  miiiistiation. 

agement  which  is  admitted  to  distinguish  these  little 
village  institutions.  M.  Alphonse  Courtois  recognises 
this  as  one  of  the  chief  causes  of  their  success  :  "  Elles 
sont  cVallleurs  remarquablement  administrees ;  cette 
division  tres  tiette  des  aftribiitions  entre  pour  beaucoup, 
prcsamons  nous,  dans  le  succes  de  ces  unions.'' 

It  is  not  only  that  the  unlimited  liability  of  members 
prompts  those  members  to  be  careful  to  select  none  but 
the  most  competent  ofiEicers.  We  know  that  that  is 
necessary.  But  there  is  more.  "  line  suffit  pas  d^ avoir 
une  bonne  machine,''^  so  remarks  Leon  Say,  addressing 
himself  to  this  very  point  ;  "  //  faat  aussi  avoir  un  bon 
mecanicien.'"  At  the  outset,  at  any  rate,  the  success 
of  the  banks  has,  as  Emile  de  Laveleye,  one  of  their 
warmest  admirers,  has  pointed  out,  invariably  been  the 
work  of  some  individual  zealous  workers  who  have 
taken  up  the  cause  for  the  sake  of  the  good  to  be 
effected — des  hommes  devoues.  The  attractive  idea — 
the  idea  morale,  as  M.  Luzzatti  calls  it — may  suffice  to 
secure  such.  But  it  is  the  unlimited  liability  of 
officers  which  leads  them  to  be  extremely  discri- 
minating in  their  disposal  of  bank  moneys  and  very 
strict  in  their  demand  for  prompt  repayment,  which 
is  one  of  the  most  essential  conditions  of  success,  alike 
economic  and  educational.  Not  only  their  own  money 
is  at  stake  and  may  be  lost  ;  any  risk  incurred  would 
jeopardise  other  people's  money  as  well,  the  money 
of  those  whom  they  particularly  desire  to  benefit.  If 
this  consideration  touches  more  particularly  wealthy 
people    who    may   be    in    the   bank,    and   who    may   be 
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answerable  in  a  higher  degree  for  its  liabilities  than 
others,  it  will  have  to  go  without  saying  that  such 
wealthy  people  must  be  represented  on  the  governing 
body.  And  since  it  is  they  who  supply  at  the  outset 
the  apparent  backbone  of  solvency,  and  their  presence 
in  the  bank  is  on  that  account  sure  to  be  desired,  they 
have  the  power  practically  of  insisting  upon  anything 
which  they  may  consider  necessary  in  the  interest 
of  safety. 
It  secures  Without  unlimited  liability,  furthermore,  there  could 

Lfticient  j^Qj.  possiblv  be  all  that  watchfulness  and  control  which 

\\  atching  ol  t  - 

the  Loan.  rcalh'  make  up  the  Raiffeisen  system  and  which  keep  it 
safe,  that  "  admirable  "  principle,  as  the  late  Duke  of 
Argyll  has  called  it,  "  of  strict  payments  and  watching 
the  application  of  the  loan."  Stimulated  by  the  sense 
of  liability  brought  home,  you  are  careful  to  keep  your 
members  generally  under  control .  More  especially 
do  you  control  your  borrowers,  and  take  care,  in  addi- 
tion, to  ascertain  that  they  remain  honest,  thrifty, 
careful,  and  deserving  of  credit.  You  watch  specifically 
the  employment  of  the  loan,  its  application  to  its  proper 
purpose,  failing  which  you  call  it  in  unmercifully — 
otherwise  there  can  be  no  success.  You  insist  upon 
prompt  repayment.  You  build  up  your  whole  fabric 
upon  a  system  of  mutual  checking,  the  borrowers 
being  checked  by  the  Committee,  the  Committee 
by  the  Council,  the  Council  T^y  the  mass  of  mem- 
bers, all  without  offence  or  invidiousness,  all  in 
the  interest  and  for  the  protection  of  the  very 
people  checked.  "  Ecartcz  la  solid ar it e,^''  so  says 
Father  de  Besse,  "  et  person nc  nc  voudra  nieme  dans 
line  association,  ni  corriger  son  prochain,  ni  se  laisser 
corrig^er y  "  Semo  in  cento  die  se  femo  la  spia  un 
con  Valtro  onde  x  imposibile  die  nessun  fazza  un  bruta 
parted  So  a  member  of  the  first  Raiffcisen  bank 
formed   in   Italy,   that   of   Lorcggia— of  which   I   speak 
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at  greater  length  elsewhere— explained  the  case  in  his 
uncouth  \enetian  patois.  It  means:  "We  are  a 
hundred  persons  who  watch  one  another  like  spies  ; 
it  is  not  possible  that  any  one  of  us  should  fail  in  his 
duty."  And  all  this,  as  observed,  without  offensive- 
ness.  Quite  the  reverse.  All  that  zealous,  lively, 
warm,  and  loving  interest  in  their  local  association, 
which  every  observer  remarks  upon  as  a  distinctive, 
striking  feature  among  members  of  Raiffeisen  Village 
Banks,  is  plainly  traceable  to  the  principle  of  unlimited 
liability,  which  makes  every  one  feel  that  he  and  his 
fellows  have  become  "  members  one  of  another." 
Under  this  system  an  association  becomes  what  Ettore 
Levi  says  that  every  genuine  co-operative  association 
should  be — una  famiglia  onesta  e  laboriosa — an  honest 
and  industrious  family,  with  a  community  of  aims,  of 
interests,  and  of  sympathies.  Every  one  knows  that 
there  is  no  hostility  in  this  mutual  observation.  In  no 
system  of  associations  have  I  witnessed  the  same  mani- 
fest feeling  of  "  belonging  together,"  and  at  the  same 
time  the  same  lively  interest  in  the  affairs  of  the  asso- 
ciation as  in  this.  In  the  Schulze-Delitzsch  associa- 
tions and  the  Luzzatti  banks  100  members  will  attend 
a  general  meeting  out  of  1,000  or  of  15,000.  I  know 
of  a  bank  in  which  i  i  men  could  with  difficulty  be 
whipped  up  out  of  11,500.  In  the  Raiffeisen  associa- 
tions you  may  be  sure  that  the  members  will  be  repre- 
sented to  a  man,  so  far  as  that  is  at  all  possible,  and 
that  every  member  will  bring  his  ears  and  wits  with 
him.  Often  may  you  see  members  about  the  office 
where  there  is  an  important  committee  meeting.'  It 
is  to  their  interest  that  they  should  know  what  is 
going  on.  And  know  it  they  will.  Publicity  in  respect 
of  everything  except  savings,  and  democratic  govern- 
ment, the  full  equality  of  all  who  are  in  the  associa- 
tion,   are   absolutely   essential    for   success.      However, 
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that  close  touch,  that  insistence  upon  full  ecjuality, 
where  equality  sometimes  at  first  sight  appears  diffi- 
cult, that  strong  feeling  of  social  and  moral,  as  well 
as  financial,  solidarity — all  these  things  are  impossible 
without  common  liability.  When  the  poor  man  knows 
that  he  may  have  to  pay  for  his  submissiveness,  his 
shyness  and  his  awe  of  social  superiors  soon  wear  off. 

It  is  only  fair  to  add  that  under  the  protection  of 
the  safeguards  adopted  the  "  solidarity  "  required — 
the  joint  and  several  liability  of  all-for-all,  meaning, 
of  course,  that,  so  far  as  is  possible,  every  member  shall 
be  made  liable  in  the  same  degree,  although  one  and 
all  answer  to  the  outside  creditor — has  in  practice 
proved  altogether  innocent  of  the  serious  consequences 
which  it  is  not  unnatural  for  people  unacquainted  with 
the  matter  to  apprehend  from  it.  I  have  never  heard 
of  a  case  in  which  liability  has  had  to  be  drawn  upon. 
There  have  been  defaults,  as  a  matter  of  course  ;  but 
in  every  case  the  debtor's  estate,  or  his  sureties  have 
— with  an  occasional  draft  upon  the  reserve  fund- 
proved  equal  to  the  liability — as  must  be  the  case  under 
careful  management. 
Small  Districts  Another  very  important  element  of  succe.^s,  assuring 
Safet"'^'^^  ^^  safety  and  at  the  same  time  materially  helping  to 
remove  the  danger  of  unlimited  liability,  is  the  small - 
ness  of  the  district  assigned  to  every  bank.  The 
followers  of  some  other  leaders  will  not  understand 
this,  because  in  their  own  systems — which  are  essen- 
tially difTerent  in  their  entire  construction — success 
means  a  large  "  business."  In  the  RaifTeisen  system, 
where  there  arc  no  salaries,  no  expenses  to  speak  of, 
and  where  "  business  "  consists  merely  of  simple  bor- 
rowing and  lending — the  "  detail  work  "  that  Herr 
von  Bethmann-llollweg  speaks  of — whether  the  sum 
be  IS.  or  1' 1,000,  the  object  to  be  aimed  at  is  not 
"  business,"  but  absolute  safety.  Profits  scarcely  come 
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into  account.  In  any  but  a  small  district  there  could 
not  possibly  be  that  knowledge,  and  vigilance,  and 
checking  of  one  another,  upon  which  stress  has  already 
repeatedly  been  laid  as  constituting  a  sine  qua  non  of 
success.  "It  is  the  smallness  of  the  districts,"  writes, 
oiiticially,  Herr  Gau,  of  the  Agricultural  Department 
of  Saxe- Weimar,  "  which  makes  the  Raiffeisen  associa- 
tions so  generally  trusted."  Creditors  know  that  in 
such  districts  strict  control  and  supervision  are  likely 
to  be  efficient.  The  Raiffeisen  system  is,  in  truth, 
essentially  one  designed  for  small,  self-contained  rural 
districts.  Raiffeisen  dubbed  his  associations  speci- 
fically "  rural."  He  never  contemplated  the  application 
of  his  system  to  towns.  I  know  of  one  or  two  Raif- 
feisen banks  only  which  flourish  in  larger  districts 
than  those  which  Raiffeisen  himself  contemplated. 
One  of  these  is  in  Saxony.  It  is  really  abnormally 
large.  But  its  success  is  entirely  due  to  the  peculiar 
organising  capacity  and  efficiency  in  supervision  of 
its  chairman.  The  other  is  in  Prussian  Lusatia.  The 
district  of  this  bank — which  I  happen  to  know  very 
well — was  formed  after  about  two  years  of  careful  pre- 
paration, covering  about  22  square  miles  of  territory. 
It  is  decidedly  successful.  But  the  district  is  quite 
peculiarly  constituted.  There  are,  so  to  speak,  five 
little  hamlets,  each  of  which  contributes  a  committee- 
man. But  under  ordinary  circumstances  a  parish  is 
the  ideal  area,  because  within  such  district  watching 
can  certainly  be  made  easy  and  effective  inasmuch  as 
every  one  is  within  reach  of  the  bank,  and  moreover 
every  one  knows  every  one  else.  The  creation  of  such 
bank,  it  ought  to  be  remembered,  is  not  purely  a  ques- 
tion of  numbers.  Some  y^ars  back  I  found  that  in  the 
new  agricultural  settlements  of  the  eastern  provinces 
of  Prussia — where  truly  admirable  work  is  being  done 
in    cutting    up    large    estates    into    small    holdings,    by 
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which  means  entire  new  villages  are  being  raised  up — 
although  the  use  of  more  money  was  unquestionably 
appreciated  and  numbers  were  adequate,  Raiffeisen 
banks  could  then  be  formed  only  very  sparingly  and 
slowly,  because  the  settlers,  gathered  together  from 
all  parts  of  the  Empire,  did  not  yet  sufficiently  know 
one  another.  In  the  great  majority  of  cases  it  is 
just  the  smallness  of  the  district  which  ensures  success, 
not  merely  by  making  the  vigilance  required  possible, 
but  also  by  giving  to  every  association  an  entirely  local 
character,  and  bringing  thoroughly  home  to  members 
their  personal  interest  in  it. 
They  quicken        This  really  cannot  be  understood  at  a  distance.     To 

Interest.  ...  i  i  1  1 

realise  it  you  must  go  among  the  people,  and  see  and 
talk  to  them,  watch  the  pride  with  which  they  contem- 
plate their  successful  institution,  the  zeal  with  which 
they  make  themselves  acquainted  with  all  its  trans- 
actions. They  can  show  you  the  books  and  explain 
everything  to  you.  They  are  not  a  bit  afraid  of  what 
on  paper  appears  espionage  among  themselves  ;  rather 
do  they  accept  it  willingly  as  an  effective  bulwark  of 
safety.  They  have  their  savings  bank  and  put  money 
into  it,  because  it  is  their  own.  They  watch  at  all 
points  to  make  sure  that  the  association  may  suffer  no 
hurt.  They  discuss  all  that  goes  on  in  connection 
with  it.  It  has  linked  them  together  with  a  new  bond 
of  union  which  firmly  establishes  peace  and  kind  feel- 
ing. The  seemingly  rapturous  language  of  M.  von 
Dobransky  is  not  a  bit  too  strong  for  the  case.  I  have 
never  been  more  interested  in  my  life  than  when  going 
into  one  or  other  of  these  villages,  in  which  there 
is  a  co-operative  credit  bank,  and  judging  from  the 
evidence  presented  what  that  bank  has  done  for  its 
members.  Here  is  one  case — that  of  the  village  of 
Miilheim  on  the  Rhine,  not  very  far  from  Coblentz. 
The   peasant   of  the   Lower  Rhine   is  as  a  rule — what- 
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ever  the  "  peasant  girls  with  deep  blue  eyes  "  may 
have  been  in  Byron's  days — not  a  particularly  genial 
or  attractive  specimen  of  humanity.  But  it  is  sur- 
prising what  a  metamorphosis  the  advent  of  this 
humanising  instrument  has  brought  about.  The  best 
among  the  population  of  Miilheim;,  some  two  hundred 
and  fifty  persons,  had  then  joined  the  bank.  Though 
the  soil  around  is  rich  and  well  watered,  the  place  is 
said  to  have  been  some  time  ago  rather  neglected, 
and  not  a  little  pestered  with  "  Jews."  The  latter 
have  quite  disappeared. 

That     is     another     advantage     of     small     districts.    TheyFacili- 
"  L'usure  ne  peut  etre  combattue  que  de  pres,^'  rightly  p^g^Jjon  of ^ 
urges    Leon    Say.       In    Germany    it    has    bafifled   even   Usury. 
Bismarckian    methods    of    eradication,    which    did    not 
usually   err    on    the    side    of    gingerliness.      What    the 
Prince's  "  blood  and  iron  "  could  not  accomplish,  co- 
operative   gold    and    the    silken    bond    of    union    have 
brought   about  with  ease.      Whole  battalions   of  these 
greedy  gentry  have  been  put  to  the  rout,  and  driven 
discomfited   from   the    field. 

To  come  back  to  my  instance  of  the  Village  Bank  at  Instance  of 
Miilheim — the  old  wattle  and  post -and -pane  houses, 
with  their  rickety  timbering  c^.id  ramshackle  roofs, 
have  disappeared,  and  given  place  to  neat,  substantial 
stone  buildings.  There  is  an  unmistakable  look  of 
plenty,  of  order,  of  neighbourliness  observable  every- 
where. Of  course,  according  to  the  teaching  of  our 
own  agricultural  authorities,  these  people  are  farming 
on  an  entirely  wrong  principle.  But  there  are  no  signs 
of  agricultural  depression  about  their  properties.  The 
gardens  are  tidily  kept,  the  fields  and  orchards  look 
throughout  bien  soignes,  and  everything  appears 
prosperous  and  flourishing,  so  that,  after  all,  perhaps 
facts  are  more  correct  than  theories.  Land,  at  the  time 
of    my     visit,     fetched    about     £1     the     German    rod. 
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which  sums  up  to  £288  an  acre.  On  such  soil  of 
course  good  husbandry  tells  ;  and  co-operation  has 
perceptibly  stimulated  it.  You  see  drainage,  new 
implements — even  a  steam  threshing  machine  has  been 
provided  by  co-operation,  one  of  those  expensive  imple- 
ments which  our  English  wiseacres  periodically  assure 
us  that  the  small  peasant  could  never  manage  to  pur- 
chase out  of  his  small  purse.  Here  is  one  purchased 
by  him — and  purchased  without  money,  to  begin  with, 
and  without  cost  in  the  end.  He  has  let  it  out,  to 
members  at  85.  6d.  per  hour,  to  non-members  at 
95.  6d.,  and  that  has  paid  for  the  machine.  He  does 
a  good  deal  in  the  way  of  co-operative  supply,  both 
agricultural  and  otherwise.  By  the  side  of  his  co- 
operative credit  association  he  has  set  up  a  co-opera- 
tiv-e  supply  association,  which  did  then  from  £1,800 
to  £2,000  worth  of  business  in  the  twelvemonth,  for 
all  of  which  it  borrowed  the  requisite  money  from  the 
bank.  Himself  and  his  neighbours  paid  in  about 
£2,000  in  savings  every  year.  Moveover  the  associa- 
tion does  a  considerable  business  in  Verkaufsprotocolle 
(assignments  for  unpaid  purchase  money).  All  the 
dangers  arising  from  that  once  very  formidable  pro- 
cess have  been  overcome  with  the  assistance  of  the 
\'illage  Bank.  It  buys  them  at  a  moderate  discount, 
and  all  goes  on  peaceably  and  merrily  as  if  there 
never  had  been  any  "Jews."  This  little  bank  had 
then  annually  about  £2,200  worth  of  these  bonds 
coming  into  its  possession,  and  held  generally  some- 
thing over  £6,000  worth  in  its  hands.  All  in  all,  it 
had  an  annual  turnover  of  about  £35,000,  leaving  a 
net  profit  of  about  £250,  every  farthing  of  which  went 
to  reserve.  By  this  means,  though  the  bank  served 
all  its  customers  very  cheaply,  since  1880,  when  the 
association  was  formed,  a  reserve  had  at  the  time 
accumulated   of  about    £1,300,   enabling   the   bank   to 
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allow  to  its  customers  six  months'  credit  on  co-opera- 
tive purchases  without  adding  a  penny  to  the  whole- 
sale price.  The  bank  employed  a  cashier,  who  acted 
also  as  secretary,  at  a  salary  of  £,-^y  los.  a  year.  He 
had  all  the  bookkeeping  at  his  fingers'  ends,  and  knew 
all,  financially,  about  every  one  with  whom  he  had 
to  do. 

The    gratuitousness    of    services    is    another    distinct  Advantages  of 
factor  in  the  success  attained,  and  an  additional  safe-   ^'■^t}"^^"^ 

1  1  .  oervices. 

guard  to  the  common  liability  pledged.      The  idea  of 
the  association  is  that  members  should  give  that  which 
they  have  got  in  order  thereby  to  purchase  that  which 
they  have  not  got.     They  have  not  got  money,  which 
under    ordinary    circumstances    purchases    credit  ;     so 
they    give   vigilance,    labour,    effort,    time.      In    givihg 
it  it  is  only  reasonable  and  consistent  that  they  should 
labour   without   demanding   remuneration.       But   there 
IS  further  justification.      What  is,  under  circumstances 
like    those    here    contemplated,    freely    given,    among 
neighbours,     is     most     likely    to     be    honestly     given. 
Schulze   objects    that    "  the   labourer   is   worthy   of  his 
hire."       True.       But    then    his    hire    may    be    worth 
something  to  him.      He  is   dependent  for  it  upon  the 
votes   of  his   fellow-members.      Those   fellow-members 
may  be  applicants  for  loans.      Their  applications  may 
be  improper.    Is  every  officer  likely  to  stand  firm  when 
the   member   who   can   give   him  his   salary   or   take   it 
away  puts  to  him  the  brutal  Bismarckian  "  do  ut  des  "  ? 
"  Officers  of  co-operative  credit  banks,"  says  M.  Luz- 
zatti,  "  should  have  a  conscience  free  from  all  personal 
pre-occupations  and  from  pressure  of  any  sort."     They 
should   know    "  neither   father   nor   mother,"   and   con- 
sider business  coming  before  them  purely  on  its  own 
merits.      The   only  way  to  ensure  this   is   to   keep  the 
"cash-nexus"  entirely  out  of  sight. 
There  is  another  important  feature  making  for  suc- 

P.B.  ^^ 
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Benefits  of       cess,  closely  allied  to  the  last,  and  that  is  the  disallow- 
Disallowin-      ^^^^   ^f  all   profits,  all   individual  pickings   out  of  the 
intSiTn'^'    bank,  which  is  not  intended  as  a  profit-bearing  institu- 
able  Reserve     ^j^^  .  ^^^^  neccssarily  allied  to  that,  there  is  the  creation 
of    an    inalienable    reserve    fund    belonging    absolutely 
to  the  bank  and  not  divisible  under  any  circumstances. 
To  purely  economic  and  commercial  co-operators  that 
fund   is   a   monstrosity.     An   "anomaly"   it  may  well 
be  called,  but  an  anomaly  which,  as  Felice  Mangili  has 
pointed  out,  is  justified  by  its  circumstances  and  results. 
There  is  no  magnet,  nothing  to  bind  members  to  their 
association,    like   money    laid   up,    in   whch   every   one 
entitled    is    naturally    anxious    to    retain    his    interest. 
There  is  no  danger  of  breaking  up  an  association  or 
diverting    it    from    its    object    when    there    is    a    good 
"Stiftungsfonds."    And  everything  that  tends  to  keep 
members  together,   to  make  it  their  interest  to  strive 
to    continue    worthy    of    membership,    that    stimulates 
their   interest,  everything   also   which   tends  to  attract 
others  to  the  association,  and  accordingly  incites  them 
to    make    themselves    morally    eligible,    amounts    to    a 
direct  gain.    Beyond  this,  the  immediate  benefit  arising 
from  the  inalienable  reserve  fund  in  fortifying  security, 
in  providing  funds  for  useful  enterprises,  in  cheapening 
credit,   and  making   it  more   convenient  for   members, 
is  considerable, 
c      ,•  •.     f         Lastlv    there  is  the  simplicity  of  the  business.    Raif- 

Simplicily  of  l^dMiN,    men.,    lo    i  l  j  j-        j      i.u       1 

Business  feisen's    original    rules    positively    interdicted       bank 

insures  Safety.   .^^„  ^^  ^^^-^^^g    ^,  ,-,3^,  or  speculation  of  any  kind. 

Their  "  business  "  was  simply  to  be  to  lend  and  to 
borrow.  If  a  loan  should  go  wrong  under  such  cir- 
cumstances you  would  know  exactly  what  in  the  worst 
case  you  could  be  made  liable  for.  That  £i  or  £io 
/  would    absolutely    limit    your    loss.      There    could    be 

nothing   ulterior.      Only   since  a   very   recent   date   do 
the   more   advanced   societies    of   this    sort    grant   cash 
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credits  and  lay  themselves  out  generally  to  become, 
in  a  very  modest  way,  village  "  banks  "  for  general  pur- 
poses. That  is  an  advance  which  was  not  contemplated 
by  Raiffeisen.  It  presupposes  a  certain  amount  of 
business  training  among  members.  And  joined  to  this 
simplicity  of  business  is  the  simplicity  of  business 
arrangements,  bookkeeping,  organisation,  and  so  on. 
Everything  is  simple,  everything  is  readily  intelligible. 
M.  Durand  says,  after  careful  investigation  :■ — "  Avec 
les  garanties  presentees  par  V organisation  cles  Darlehn- 
skassen  la  solidaritc  n^a  auciin  danger  et  ne  sauraU 
affrayer  les  grands  proprietaires^ 

By   such   means,    simple    in    themselves,    but   telling,   Success. 
Raiffeisen  has  made  it  his  task  to  raise  up  his  system  of 
educating  and  lending  societies.     It  cannot  be  doubted 
that  he  has  succeeded.     His  work  has  been  subjected 
to  many  a  test.     Unfortunately,  like  every  good  work, 
it  has  had  opposition  and  prejudice  to  contend  against, 
which    have,    however,    led    only    to    its    more   brilliant 
vindication.      In    1874   the  late   Emperor  William   ap 
pointed  a  Royal  Commission  to  inquire  into  its  work.   Report  of  a 
presided  over  by  the  late  Professor  Nasse,  and  having   ^py'?^  Com- 
Dr.   Siemens   for   a   member.      The   Report,   published 
in    1875,   proved  so  wholly  favourable  that  the  banks 
have    from    that    time    forward    counted    the    Imperial 
Family    among    their    warmest    patrons,    including    the 
Empress    Frederick,    who    has    more    than    once    given 
proof  of  her  interest.      Among  the  evidence  collected 
by    the    Commission    mentioned    occur    the    statement 
already   referred  to   of  the   Rhenish  parson,   who  con- 
fessed that  the  Raiffeisen  bank  in  his  parish  had  done 
more  to  raise  the  moral  tone  among'  his  parishioners 
than   all   his   ministrations,   and   the   deposition   of  the 
presiding  judge  of  the  Court  of  Neuwied,  which  shows 
how   materially   litigation   had   diminished   in   his    dis- 
trict, owing  to  the  conveniences  afforded  and  the  good 

M   2 
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principles  instilled  by  the  local  Raiffeisen  Loan  Bank. 
Doubtless  our  County  Court  judges  would  find  them 
productive  of  the  same  good.  Those  good  effects  have 
since  been  sustained.  In  1886  the  Diet  of  Lower 
Austria  sent  two  experts  to  inquire  into  the  system, 
who  expressed  themselves  so  entirely  satisfied  of  its 
merits,  that  that  Diet,  and  other  Diets  of  the  Austrian 
Empire  following  in  its  footsteps,  at  once  resolved  to 
encourage  the  formation  of  Raiffeisen  associations  in 
their  several  territories,  and  backed  that  resolution 
with  grants  of  money.  In  Saxony,  in  Baden,  in  Hesse, 
in  most  provinces  of  Prussia,  Governments  are  giving 
proof  of  their  desire  to  have  these  banks  multiplied. 
'A  Happy  And    by    economists    and    philanthropists    who    have 

Combination     ^^^^    ^l^^.j^    ^]^g    societies    are    warmly    eulogised    and 

of  Business  .         . ,    .  ,  ,  /■        r^ 

and  Phiian-       recommended    as    justifymg    the    vcrselet     (m    Uerman 
thropy."  -^  -g  Qj^p^  ^jjl^  which  a  writer  on  the  subject  recently 

headed  his  pamphlet  :     "  The  setting  up  of  Raiffeisen 
associations  means  the  pulling  down  of  workhouses." 
M.   Rostand  commends  as  their   distinguishing  traits  : 
"  extreme   simplicity   and   cheapness,   non-allowance   of 
any  dividend,  limitation  of  the  district  to  a  parish  or 
'a  hamlet,   the  strict   prohibition  to   touch   the   reserve, 
the  support  of  the  clergy,  the  common  liability  replac- 
ing the  helplessness  of  agricultural  units,  the  prevailing 
spirit  of  devotion  and  sense  of  soc'al  duty."    Sir  F.A. 
Nicholson,    in    the    preface    to    his    admirable    official 
Report,    sums   up   the   teaching   of   the   prolonged   and 
painstaking   inquiry  into  various  systems  of  co-opera- 
tive   credit    for    agriculture    which   he   had    carried   on 
under    orders    of    the    Madras     Government    in    these 
words  :    "  Find  RaifTeisen  !  "    "I  have  examined  many 
systems,"   so  writes   M.   Durand,   who  has  himself  be- 
come a  zealous  and  most  successful  apostle  of  co-opera- 
tive credit  in  France  ;    "  I  have  not  found  one  which 
reconciles  so  fully  the  requirements  exacted  by  Credit  : 
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security  of  operations  and  the  social  and  moral  require- 
ments of  rural  populations.  I  do  not  hesitate  empha- 
tically to  pronounce  the  Darlehnskassen  of  Raiffeisen 
the  finest  creation,  alike  from  a  moral  and  an  economic 
point  of  view,  which  has  ever  been  invented  for  agri- 
cultural credit."  To  the  mind  of  M.  Rostand  they 
conclusively  settle  the  question  whether  the  small  agri- 
culturist requires  credit  at  all.  It  has  been  denied.  It 
has  been  affirmed  that  if  he  had  it  he  would  abuse  it. 
Here,    says   M.   Rostand,   is   the  answer. 

It  is  undoubtedly  a  great  work  which  Raiffeisen  has 
accomplished — greater  than  some  other  co-operative 
triumphs  gained,  because  it  begins  upon  less,  com- 
passes more  from  a  moral  point  of  view,  and  rests  upon 
a  more  popular  foundation.  To  the  system  of  Herr 
Raiffeisen  as  to  that  of  the  banche  popolari  may  justly 
be  applied  M.  Rostand's  felicitously-worded  phrase  : 
"  Oest  Vheureuse  union  de  V esprit  d'affaires  avec  les 
sentimens  d'une  veritable,  dune  pratique  pliilan- 
thropie .'" 
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CHAPTER   VIII 
ADAPTATIONS 

Schemes  that  had  worked  so  satisfactorily  as 
Schulze's  and  Raiffeisen's  were  sure  to  find  adapters  and 
imitators.  Schulze's  system,  it  is  true,  does  not  lend 
itself  very  readily  to  adaptations — apart  from  such  free 
remodelling  as  M.  Luzzatti  effected  in  Italy.  Its  back- 
bone is  business- — pure  business.  And  business  permits 
tampering  with  itself  just  as  little  as,  according  to  Alfred 
de  Musset,  does  "  love."  However,  not  all  are  of  Israel 
that  are  Israel.  There  are  priests  who  would  be  high 
priests  ;  and  in  a  composite  nation  like  the  German  there 
are  sections  that  do  not  desire  to  be  mixed  up  with  other 
sections.  In  this  way,  more  Germa/iico,  two  smaller, 
but  still  not  insignificant,  "  unions  "  have  splintered  off 
from  the  main  host — in  one  case  because  Wiirttemberg 
is  a  kingdom  as  well  as  Prussia,  and  likes  to  paddle  its 
own  canoe  (it  has  done  precisely  the  same  thing  in  the 
Raiffeisen  movement)  ;  in  the  other  because  some  gen- 
tlemen in  Hanover  desired  to  have  a  union  reserved  alto- 
gether to  credit  societies,  whereas  the  Al/ire/nei'nr  Vrr- 
band,  that  is,  the  "  General  "  Union,  was  determined  to 
keep  co-operation  of  all  forms  united,  as  in  reason  they 
should  be.  Both  unions  have  otherwise  loyally  adhered 
to  Schulze's  methods.  The  Hanover  Verband  does  not 
appear  to  have  published  any  figures.  But  it  is  not  small. 
The  Wiirttemberg  Verband  numbered  in  1907  about 
47,000  members,  with  about  £990,000  share  capital, 
£291,840  reserve  funds,  £3,278,630  deposits,  and,  at 
the  close  of  the  year,  £3,985,068  outstanding  in  ad- 
vances, having  lent  out  during  the  year  £8,321,132. 
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More  substantial  reasons  are  responsible  for  the  sepa- 
ration of  another  union  which  used  to  form  part  of  the 
AUgenieine  Verbaiid,  once  more  without  any  abandon- 
ment of  principle. 

The  Poles  of  Prussia  have,  like  other  Slavs,  exhibited  The  Union  of 
truly  remarkable  aptitude  for  co-operation  in  all  its  goc^Jjies 
forms,  more  specifically  co-operative  credit — in  the  first 
instance  under  Schulze's  own  teaching  and  as  members 
of  his  Union.  Their  societies  separated  and  formed  a 
union  of  their  own,  because  the  Prussian  Government 
and  its  pan -German  henchmen  made  close  association 
•with  Germans  most  distasteful  to  Poles.  Their  credit 
associations  are  still  very  facsimiles  of  those  founded 
by  Schulze  himself.  The  only  difference  is  that  the  one 
are  composed  of  Poles  who  speak  Polish,  and  the  other 
of  Germans  who  speak  German — and  who,  not  being 
themselves  "  Hakatists  "  like  their  masters,  fully  recog- 
nise the  merit  of  those  Slav  organisations.  A  minor  point 
of  difference  is  this,  that  the  Poles  have  formed  their 
own  Central  Bank,  as  a  "bank  of  banks,"  in  which  pro- 
ceeding two  of  Schulze's  provincial  Unions  have  since 
with  advantage  followed  their  example.  More  seem 
likely  to  do  so,  because  the  innovation  answers,  and 
because  limited  liability,  now  permitted,  does  away  with 
Schulze's  objections.  The  excellence  of  the  Polish  banks, 
heightened  no  doubt  by  the  peculiar  clannishness  of 
their  members,  has  made  these  societies  to  prosper  and 
gather  strength  rapidly.  Their  Union  set  up  for  itself 
in  1873,  with  only  43  societies,  comprising  in  all  7,660 
members,  having  subscribed  £31,174  share  capital.  In 
1908,  according  to  the  last  issued  Report,  there  were 
234  societies,  with  105,793  members,  £961,519  paid- 
up  share  capital,  £428,325  reserve  funds,  £7,286,683 
outstanding  in  the  shape  of  advances  made,  and  an 
annual  profit  of  £  i  26,  i  88,  against  which  there  was  only 
£534  loss  to  pit.     The  quality  of  co-operative  banks 
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may,  as  a  rule,  be  judged  by  the  amount  of  deposits 
which  they  succeed  in  attracting,  because  such  indicat« 
both  the  confidence  which  the  banks  command  and  their 
application  to  their  proper  business.  Judged  by  this  test 
the  Polish  societies  have  done  admirably  ;  for  at  the 
close  of  1908  they  had  £7,418,594  deposits  in  their 
keeping.  The  Union,  as  observed,  possesses  a  very  use- 
ful Central  Bank  with  limited  liability,  formed  as  a  union 
of  banks.  Of  its  £100,000  paid-up  share  capital, 
£70,000  is  held  by  banks  in  the  Union.  The  proportion 
of  bank  members  to  individual  members  (who  had 
necessarily  to  be  invited  to  provide  some  of  the  first 
capital)  is  steadily  rising. 

One  interesting  feature  about  this  Union,  of  which 
our  would-be  organisers,  who  persistently  identify 
Schulze-Delitzsch  banking  with  purely  "  urban  "  busi- 
ness, would  do  well  to  take  note,  is  this,  that  of  its 
105,793  members  in  1908,  as  many  as  73,575  were 
directly  connected  with  agricultural  land,  either  as 
owners  or  else  as  tenants,  58,042  being  "  agriculturists  " 
by  calling.  Of  such  number  1,683  were  more  or  less 
substantial  landowners,  54,292  small  cultivating  owners, 
and  2,067  tenants.  The  remainder  consist  of  small 
manufacturers,  artisans,  and  people  of  other  callings  who 
own  their  acre  or  two  of  land,  or  it  may  be  less.  These 
are  certainly  results  to  be  satisfied  with . 
Le  Credit  There  is  one  more  organisation  on  German  territory 

LoT^'^^"'^ '^  congenerous  with  the  Schulze-Delitzsch  societies,  deserv- 
ing of  mention.  This  society,  however,  represents  rather 
a  ricochet  from  the  Italian  and  French  adaptation  of 
Schulze's  organisation  than  an  offshoot  from  that  or- 
ganisation itself.  The  Credit  Coopcratif  de  Lorraine  was 
formed  at  Mctz  in  1892,  racially  rather  under  I-rench 
than  German  influence.  Like  M.  Luzzatti's  banks,  it 
adopted  limited  liabilit)-.  But  at  the  same  time,  it  fol- 
lowed the  Schulze-Delitzsch  precedent  in  issuing  rather 
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substantial  shares  of  £io,  with  55.  entrance  fee  levied 
with  them.  The  shares,  it  is  true,  may  be  paid  up  very 
leisurely,  at  the  rate  of  35.  a  month.  In  all  other  respects 
Italian  and  PVench  methods  have  been  adhered  to .  The 
management  is  entrusted,  not  to  three  members,  but  to 
six,  with  the  addition  of  the  two  salaried  officers  as  fully 
equal  colleagues  ;  and  the  inspecting  body  consists  of 
only  three  reviseurs.  Excellently  managed — more  parti- 
cularly thanks  to  the  happy  choice  of  M.  Prevel  as  man- 
aging director — the  bank  has  amply  justified  its  exilst- 
ence,  rendering  very  substantial  financial  help  alike  to 
trade,  industry  and  agriculture.  For  its  members'  roll 
includes  586  small  cultivators.  It  began  in  1892  with 
only  90  members  and  £7,000  share  capital.  At  the 
close  of  1908  it  numbered  539  members,  with  collec- 
tively £185,385  paid-up  share  capital,  and  £35,222 
reserve  funds.  Its  turnover  in  1907  amounted  to 
£8,700,000,  and  in  1908  (under  the  effects  of  a  financial 
crisis)  to  £7,700,000,  leaving  a  net  profit  of  £14,150 
in  the  former  year,  and  of  £13,571  in  the  latter.  It  is  a 
thoroughly  "  people's  "  bank.  Half  its  advances  are 
under  £50.  And  in  1908  only  85  out  of  2,267  exceeded 
£300.  One  rather  remarkable  feature  about  the  bank 
is  that,  although  the  management  deliberately  does  not 
favour  cash  credits — for  the  same  reason  that  London 
bankers  will  not  have  overdrafts,  namely,  because  they 
lock  up  capital — yet  by  far  the  largest  amount  of  busi- 
ness done  comes  under  that  description.  This  is  a  testi- 
mony to  the  utility  of  overdrafts. 

The  Raiffeisen  system  lends  itself  far  more  readily  to  Raiflfeisen 
adaptation.    For  it  really  represents  three  distinct  ele-  l"^it=*tions. 
ments  rolled  into  one,  any  one  of  which  may  be  picked 
out  and  made  the  main  feature,  to  the  partial  or  entire 
exclusion  of  the  others.    There  is  an  ^co//o/«/c  element  in   What 
it,  of  course  ;  a  religio -educational  one,  and  an  altruist,  Them^^^^ 
in  the  sense  of  inducing  the  well-to-do  members  to  pro- 
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vide  money  or  credit  for  the  poorer.  According  as  one 
or  the' other  of  these  three  elements  is  made  to  predo- 
minate, the  organisation  adopts  a  different  character.  So 
we  see  three  distinct  systems  taking  their  birth  in  Raif- 
feisenism,  namely,  one  purely  economic  (and,  for  the 
matter  of  that,  "agrarian"),  one  "catholic,"  and  the 
third  altruist  in  the  sense  of  making  the  community 
provide  tax -raised  money  wherevv^ith  to  finance  institu- 
tions of  one  interest  supposed  to  be  particularly 
necessitous . 

As  regards  the  last-named  transformation,  it  has  met 
with  unmistakable   favour   in  almost  every  country  of 
Europe,  and  given  a  perfectly  new  colouring  to  "  co- 
operative   credit."      From    the    wealthy    philanthropist 
placing  his  credit  and  judgment  at  the  disposal  of  a 
village  credit  society,  it  is  of  course  only  one  step  to  the 
State  taxing  the  community  for  similar  service— to  be 
rendered,  not,  indeed,  to  the  poor,  but  to  a  distinct  class 
of  profit -seekers.    Once  more,  from  the  morally  elevat- 
ing aim  of  the  Raiffeisen  banks  to  subjection  to  deno- 
minational rule  is  only  one  step.    In  truth,  in  practice 
the  one  thing  shades  off  so  imperceptibly  into  the  other 
that    it    becomes    extremely  difficult    to    draw  a  precise 
dividing  line.     Like  the  first -mentioned  adaptation,  this 
one  has  found  numerous  adherents.      In  both  cases  a 
certain  degree  of  success  has  been  attained— economic 
in  the  one,  benefiting  a  Church  in  the  other.    However, 
in  either  case  the  balance  among  the  three  composing 
elements,    which    makes    the   beauty    of   the    Raiffeisen 
system,  has  been  sacrificed.    The  second  deviation  from 
the  true  Raiffeisen  path  mentioned  I  deal  with  in  a  dis- 
tinct chapter.     The  third  we  shall  have  to  take  into  con- 
sideration as  we  wander  through  the  several  countries. 
'Die  In  Germany  we  may  without   injustice  consider  the 

-Peasants'-     pggs^rits'  Associations  (Baiienivereine  )—vfhich  have  be- 

Assf  )ci.'xlions.      '■  ^      "•  •■l.ll•<IT^l 

come  the  prototype  of  the  distuicily  '   catholic      Dutch 
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and  Flemish  Boerenbonds — as  coming  under  the  deno- 
minational head,  albeit  there  are  also  Lutheran  Bauern- 
vereine,  in  which  the  "  minister  "  replaces  [the  "  priest." 
Under  the  teaching  of  experience,  "  Catholicism/'  or  else 
Church  rule,  was  in  Germany  not  found  a  sufiftciently 
powerful  attraction.  Accordingly  a  second  bait  had  to 
be  added,  which  appeals  to  all  denominations  alike .  That 
bait  is  the  furtherance  of  the  particular  interests  of  a 
distinct  class,  the  class  of  "  peasants  " — not  "  agricul- 
turists "  only,  but  distinctly  "  peasants,"  which  term  in 
the  German  sense  of  the  word  comprises  anything 
between  what  we  should  call  an  independent  yeoman  and 
the  small  cultivator  owning  just  sufficient  land  to  support 
a  family  upon.  These  societies  gladly  accept  high-born 
gentlemen — papal  counts,  German  barons,  and  bishops 
or  canons — as  leaders.  But  the  rank  and  file,  the  benefit- 
ing members,  must  be  bond  fide  "peasants."  And 
"  peasants'  "  rights,  "  peasants'  "  interests  it  is  which 
they  are  called  upon  to  vindicate.  That  means  more 
than  a  mere  provision  of  credit,  or  even  the  collective 
purchase  or  sale  of  goods,  assistance  in  the  purchase  of 
land,  or  gratuitous  legal  advice  and  assistance — all  which 
things  the  associations  assiduously  practise  to  their 
members'  gain.  However,  they  go  further  in  watching 
legislation,  fiscal  and  other,  in  the  peasants'  interest,  and 
protecting  the  indivisibility  of  their  holdings  under  the 
shelter  of  a  new  German  "  homestead  "  law.  In  matters 
of  credit  the  Bauernvereine  have  adopted  the  Raift'eisen 
rule  in  all  its  purity.  So  much  are  the  two  systems  alike 
that  officers  exchange  backwards  and  forwards,  as  in- 
terest may  move  them,  without  the  slightest  incon- 
venience. 

It  was  a  well-known  Roman  Catholic  territorial  mag-  Their  Origin 
nate   of   Westphalia,    Herr   von   Schorlemer   Alst,    who 
formed  the  first   Peasants'  Association  in    1862  in  his 
own  province,  and  advisedly  dubbed  it  "  Christian  "  and 
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"educational."  He  forced  the  rule  upon  it  that  only 
"  peasants  "  should  be  eligible  as  ordinary  members. 
From  Westphalia  the  institution  spread  into  Rhineland, 
where  there  are  now  several  unions  acting  side  by  side  ; 
next  into  Baden,  Bavaria,  Ermland,  Silesia,  and  finally 
into  Luxemburg,  which  is,  of  course,  German  in  char- 
acter though  not  forming  part  of  the  German  Empire. 
The  dillerent  unions  vary  very  much  in  size.  The 
largest,  in  Silesia,  numbers  about  120,000  members, 
the  smallest,  that  of  Alsace-Lorraine,  about  1,000.  The 
majority  are  Roman  Catholic  in  profession.  Whether 
"  Catholic  "  or  Lutheran,  the  stamp  of  religion  is  strongly 
impressed  upon  fhem  all.  Up  to  a  short  time  ago  the 
unions  worked,  each  in  its  own  district,  without  any 
connecting  link.  Lately  they  have  joined  together  to 
form  a  "  Christian  German  Union  of  Peasants'  Associa- 
tions." One  of  the  most  active  of  these  unions  is  that 
of  Treves,  the  "  catholic  "  character  of  which  is  very 
pronounced,  and  which  for  some  time  has  had  its  own 
Central  Bank.  A  happy  thought  of  joining  forces  in 
business  matters  has  of  late  led  it  to  attach  itself,  for 
Central  Bank  purposes,  to  the  most  powerful  union  of 
the  country,  the  Reiclisverbaiid ,  ol"  which  1  shall  next 
have  to  speak. 

Without  question  the  secession  of  the  few  Hessian  and 
Baden  societies,  which  have  in  c(jurse  of  time  developed 
into  the  mighty  Rcichsverbund  landlicher  Genossen- 
scliaften  (German  Imperial  Union  of  Rural  Co- 
operative Societies),  constitutes  one  of  the  most  note- 
worthy occurrences  in  the  history  of  German  co-opera- 
tion. The  Reiclisverband,  numbering,  together  with  the 
Raiffeisen  Union,  86  per  cent,  of  all  agricultural  co- 
operative societies  in  Germany,  is  a  direct  uffshi)ot  from 
the  Raiffeisen  Union,  professing  in  the  main  to  follow 
Raiffeisen  rules.  It  has  grown  to  be  the  largest  union  of 
agricultural  co  operative  societies  in  the  world,  embrac- 
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ing  .iorne  8,000 — or,  with  the  addition  of  the  Raif- 
feisen  Union,  which  has  formally  allied  itself  with  it  in 
1905  in  a  working  arrangement,  more  than  12,000 — 
credit  societies,  not  reckoning  kbout  6,000  other  co- 
operative societies — extending  all  over  Germany  and 
numbering  at  the  present  time  something  like  2,000.000 
members,  doing  an  amount  of  business  of  nearly 
£400,000,000*  in  all  forms  of  co-operative  business. 

Herr  Haas,  who  stands  at  the  head  of  this  Union,  has 
taught  his  countrymen  a  most  important  and  valuable 
lesson,  which  unfortunately  sadly  wanted  to  be  taught, 
namely,   the  lesson   of  unity  and   "  bulking  "   demand. 

That  really  sums  up  the  case  for  his  movement,  both 
from  an  economic  and  from  a  co-operative  point  of  view. 
But  it  means  a  good  deal.  It  may  readily  be  admitted 
that  the  movement  has  brought  the  agricultural  interest, 
as  distinct  from  other  interests,  considerable  gain  ;  and 
that  it  has  furthered  the  sentiment  of  all-German  unity 
and  patriotism  in  a  peculiar  and  rather  pugnacious  way, 
which  sometimes  becomes,  as  we  shall  see,  needlessly 
hostile  to  other  nations.  But  such  points  we  have  here 
nothing  to  do  with.  And  we  can  cast  only  a  very  passing 
glance  at  the  magnificent  development  of  agricultural 
co-operation  of  other  forms  which  has  in  the  Reichsver- 
batid  kept  pace  with  the  growth  of  co-operative  credit. 

Until  co-operative  credit  came  upon  the  scene  other   Beginnings  of 
forms  of  co-operation  were  not  thought  of  in  agriculture,    '  """^^  '"'^'^ 


The  first  agricultural  supply  society  was  formed  in 
Hessia  in  1846  ;  four  more  were  started  in  1858  and 
1859  ;  by  1870  there  were  in  all  Germany,  so  far  as  is 
known,  still  only  59.  An  inquiry  by  Royal  Commission 
established  the  wonderful  value  of  Raiffeisen  societies. 
These  thereupon  multiplied  rapidly.  And,  keeping  pace 
with  them,  other  co-operative  societies  overspread  the 

-"  Most  of  this  is  counted  twice  over,  first  under  Central  Banks  and 
again  under  local  banks. 


Co-operation 
in  Germany. 
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country.  And  the  Reiclisverhand  in  course  of  time  be- 
came the  premier  Union  among  them  in  respect  of 
numbers  and  business. 

There  are,  as  will  be  shown,  other  influences,  external 
to  the  movement,  which  have  helped  towards  such 
result. 

However,  the  credit  societies  formed  and  maintained 
under  the  shadow  of  the  Reichsverband  cannot  rank  as  a 
distinct  type.     There  is  really  neither  uniformity  nor  a 
clear  acceptance  of  what  would  commonly  be  regarded 
as  principle  in  them.    Their  one  principle  is  to  form  as 
large  a  body  of  persons  of  the  same  interest  as  can  be 
got  together.    But  that  is  probably  the  only  programme 
upon    which  so  many  agriculturists    could    be    joined 
together  in  one  union  in  Germany.    RaifTeisen,  who  was 
guided  above  all  things  by  principle,  looked  askance  at 
the  secessionists,  declaring  that  they  lacked  "  the  right 
spirit." 
The  P'ounders        Herr  Haas,  with  his  friends  Dr.  von  Langsdorff,  Herr 
"Rdcbsvei-      Marklin,  Dr.  Weidenhammer,  and  some  others,  began 
band.'  as  a  loyal  and  ever  ardent  follower  of  Raiffeisen.     But 

there  was  something  in  the  Raiffeisen  organisation  which 
he  could  not  stomach.  He  wanted  to  cover  territory, 
to  produce  the  largest  possible — because  only  the  largest 
can  be  the  cheapest  and  the  most  effective — co-opera- 
tion, to  benefit  agriculture  as  a  calling.  Raiffeisen  kept 
thinking  of  his  poor.  His  chief  aim  was  to  help  them. 
And  the  point  which  he — like  some  of  our  own  early 
co-operative  pioneers — perpetually  put  foremost  was 
religious  principle.  Such  care  for  the  poor,  the  rich  re 
sourcefulness  shown  in  devising  a  system  which  out  of 
neighbour's  help  produces  the  purest  self-help,  it  is  which 
has  endeared  his  work  so  much  to  all  people  of  heart 
and  soul.  But  the  pursuit  of  such  noble  aim  had  neces- 
sarily to  be  paid  for  by  a  sacrifice  of  elasticity.  There 
must  be  strict  uniformity  ;  there  must  be  vigilant  super- 
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vision  ;  therefore  there  must  be  centralisation  of  the  wiiy  ihey 
straitest  sort.  The  whole  organisation  necessarily  fj^e^i^affi-e'isen 
centred  in  Neuwied,  and  Raiffeisen  became  its  personal  Union, 
master.  That  was  admirable  from  Raiffeisen's  point  of 
view^  but  it  rather  militated  against  expansion.  Herr 
Haas  had  for  some  time — as  an  organiser  of  agricultural 
supply  in  his  native  Grand  Duchy — worked  for  a  federal 
development,  under  which  every  district  was  to  have  its 
own  distinct  and  self-governing  union,  and  such  local 
unions  were  to  combine  to  a  national  federation.  His 
appeals  to  Raiffeisen  for  a  change  of  policy  in  such  sense 
do  not  appear  to  have  met  with  an  encouraging  response . 
Accordingly,  after  some  consultation  with  his  friends, 
about  the  year  1880,  he  determined  to  break  loose  from 
his  master  and  strike  out  a  path  for  himself.  Raiffeisen 
held  rather  a  strong  position  at  the  time.  A  Royal  Com- 
mission, composed  of  economists  of  the  very  first  rank, 
had  inquired  into  his  systen^  and  pronounced  it  excellent . 
On  the  strength  of  this  the  late  Emperor  William  had 
paid  £2,000  out  of  his  privy  purse  towards  the  Union 
fund.  To  succeed,  Herr  Haas  appears  to  have  thought  Herr  Haas, 
that  he  must  make  sure  of  the  support  of  Schulze-De-  ,9^^V1?^.",°^ 

^J^  _  the     Reichs- 

litzsch,  who  was  at  the  time,  on  economic  grounds,  at  veiband.' 
daggers  drawn  with  Raiffeisen.  He  sneered  at  his 
"  Christian  "  and  "  philanthropic  "  spirit  ;  he  abomi- 
nated his  taking  a  donation  from  the  Emperor  and 
some  other,  very  trifling,  State-aid — not  towards  busi- 
ness, but  towards  propaganda  ;  and  he  never  wearied  of 
denouncing  Raiffeisen's  unpardonable  arch -heresy  of 
wanting  to  start  co-operative  banks  without  shares.  To 
secure  Schulze's  aid  Herr  Haas  accepted  the  whole  of 
his  objections.  He  tore  the  "  Christian  "  label  off  the 
organisation,  to  substitute  for  it  in  due  course  the  not 
invariably  unselfish  interest  of  the  agricultural  com- 
munity. He  made  his  appearance  at  the  annual  Schulze 
Congress  in  1881  and  bravely  declared  :    "  We  take  our 
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stand  upon  the  principle  of  Self-help  and  will  have 
nothing  to  do  with  State  help."*  And  to  crown  all,  he 
pronounced  in  favour  of  substantial  shares,  and  recom- 
mended £25  as  the  proper  standard,  which  is  not  exactly 
a  poor   man's   figure. 

That  was  all  very  fine,  and  Schulze  applauded.  How- 
ever, time  showed  that  none  of  it  was  to  be  taken  as  a 
pledge.  It  figured  in  the  programme  :  it  was  not 
adopted  in  practice.  In  spite  of  Herr  Haas'  emphatic 
declaration  against  State  help  there  is  no  Union  which 
has  accepted  and  applied  for  so  much  State  help— and 
grown  fat  and  big  upon  it.  Without  that  Verhand  the 
State -endowed  Central  Bank  would  for  a  time  have  found 
its  occupation  pretty  well  gone.  And  it  is  only  now, 
since  the  roll,  which  seemed  so  sweet  in  the  mouth,  has 
turned  out  so  decidedly  bitter  in  the  stomach,  that  the 
Reichsverband  has  turned  over  a  new  leaf  and  begun  to 
show  its  appreciation  of  the  virtue  of  independence  won 
by  self-help. 
The  lar'e  '^^e  £25  sharcs  look  beautiful  upon  paper.     However, 

Shares  a  they  never  were  made  compulsory.    In  the  very  best  case 

^^^'^'  only  one-tenth  of  that  sum  need  be  paid  up.     And  the 

balance  in  truth  means  nothing,  since  in  any  case  accept- 
ance of  a  share  involves  unlimited  liability,  which,  of 
course,  covers  all  pos5e?sions.  Herr  Haas'  own  annual 
Report  for  1908  shows  that  the  average  paid-up  share 
even  now  stands  at  no  more  than  i8s.  ;  and  accord- 
ing to  an  account  which  I^r.  Grabein,  the  General 
Secretary  of  the  Union,  has  quite  recently  given  at  a 
Middle-Class  Congress,  there  are  still  among  13,133 
credit  societies  sending  in  returns  127  with  only  i 
mark  (is.)  shares,  3,586  with  shares  not  exceeding  5 
marks,  and  only  4,967  with  shares  exceeding  10  marks. 
Kven  allowing  for  the  4,000  or  so  Raiffeisen  societies 

♦  "  HV;-  halt  en  fesf  an  ifrni  Cru!nha/:jc  tfcr  Sclbsfhi/fc,  umi  pcrhorrc- 
siicren  Slaaishilfc  mui  Sfiiatuutlshht." 
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included  in  that  return,  that  leaves  the  average  a  long 
way  off  the  boasted  £25.  There  is  no  harm  in  all  this, 
of  course,  because  you  can  very  well  form  a  Raiffeisen 
bank  without  shares.  Only  it  comes  a  little  bit  strange 
after  the  "  prave  'orts  "  of  early  days.  It  is  quite  true 
that  there  are  exceptional  unions  with  shares  up  to 
91  marks,  on  an  average — for  instance,  among  the  model 
societies  of  the  Bonn  district .  But  they  number  only  four 
or  five  unions  among  nearly  forty.  Under  such  circum- 
stances, instead  of  the  Union  being,  as  Schulze  wanted, 
in  a  position  to  rely  upon  its  own  resources,  with  only 
about  £5  borrowed  to  every  £1  of  its  own,  Herr  Haas' 
Report  for  the  year  already  quoted  states  that  only 
1.23  per  cent,  of  the  funds  employed  are  the  societies' 
own. 

The  "  Christian  "  spirit  it  was  not  difficult  to  get  rid  Altruism 
of.  It  is  quite  true  that  it  has  recently  reappeared  Discarded. 
— in  official  circulars  and  addresses.  That  was  the 
price  which  had  to  be  paid  for  the  working  arrange- 
ment which  it  was  desired  to  conclude  with  the  Raif- 
feisen Union.  However,  that  does  not  appear  to  have 
modified  the   general  character  of  the  Union. 

All  this  notwithstanding,  Herr  Haas' work  has  proved  Merits  of  the 
exceedingly  useful.    What  defects  it  may  have,  judged  ba^^^^*^?'^^^"^' 
from  a  purist  point  of  view,  are  necessary  incidents  to 
the  accomplishment  of  the  task  which  Herr  Haas  had 
in  the  main  set  himself  to  do.     He  wanted  to  have  com- 
prehensiveness and  expansion.   Accordingly  he  must  be  its  Compre- 
indulgent  in  the  application  of  principle.     Provided  that 
societies  were  businesslike,  and  could  stand  the  test  of 
periodical  audit  and  inspection,  they  must  be  made  wel- 
come.   I  have  found,  within  an  easy  walk  of  Herr  Haas' 
official  headquarters  of  the  time,  a  bank  which  consisted 
of  only  about  forty  members,  who  advisedly  kept  up  the 
value  of  their  shares  and  the  entrance  fee,  in  order  to 
keep  out  others  from  sharing  with  them  the  spoils  of 

P.B.  N 
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A  few  Limited 

Liability 

Banks. 


Distinctions 
from  the 
Kaiffeisen 
System. 


10  per  cent,  dividend  earned  out  of  the  dealings  with 
about  700  non -members,  who  should  have  been  members 
but,  being  outside,  had  to  be  content  with  their  3  per 
cent,  interest  on  deposits.  When  I  remarked  upon  this 
at  headquarters,  and  pointed  out  that  it  was  not  co-opera- 
tion,  I  was  met  with  a  shrug  of  the  shoulders. 

From  Herr  Haas'  point  of  view,  quite  naturally,  things 
must  be  made  agreeable  to  all.  The  more  the  merrier. 
Thus  it  comes  about  that  within  Herr  Haas'  Union — and 
only  there,  except  in  Hungary  under  quite  peculiar  cir- 
cumstances scarcely  deserving  of  imitation — the  anomaly 
is  to  be  met  with  of  so-called  "  Raiffeisen  "  banks  formed 
with  limited  liability,  which  is  practically  a  contradiction 
in  terms.  The  thing  is  not  approved  of  at  headquarters, 
and  it  applies  to  only  8  per  cent,  of  the  entire  number  of 
societies.  But  it  was  not  thought  worth  while  to  stand 
out  for  principle  at  the  cost  of  keeping  these  societies 
out  of  the  Union.  Such  anomalous  banks  are  to  be  met 
with  in  Pomerania,  where  limited  liability  was  adopted 
avowedly  to  induce  large  landowners,  whose  money  was 
wanted,  but  who  did  not  care  to  take  the  trouble  of 
looking  after  things  themselves,  to  come  in  ;  and  in 
Prussian  Saxony,  where  the  collapse  of  some  unlimited 
liability  banks  of  a  totally  different  type  had  frightened 
people  who  were  not  sufficiently  masters  of  the  sub- 
ject to  be  able  to  discern  the  difference  between  the  two 
forms. 

But  it  is  really  not  a  great  "  unifier's  "  business  to 
trouble  about  such  points.  The  societies  do  their  duty 
by  the  Union  ;  they  can  pass  the  audit.  And  their 
orders  for  money  or  goods  are  as  good  as  anybod\-  else's. 

The  marked  difference  between  the  two  systems 
is  very  clearly  seen  in  the  development  of  business 
— "  business  "  on  one  side,  business  only  of  a  peculiar 
kind  on  the  other.  Thus  the  Raiffeisen  Union  is 
particularly   chary   in   permitting   cash   credit  and   real 
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"  banking  "  or  commission  business,  stockbroking  and 
the  like.  Cash  credit  is  most  convenient,  no  doubt. 
But  it  deprives  the  bank  of  the  oversight  of  the 
employment  of  the  loan,  which  is  an  essential 
feature  in  Raiffeisen  banking.  In  the  Haas  socie- 
ties commission  business  is  carried  on,  also  stock- 
broking  ;  and  cash  credit  has  actually  become  the 
general  rule,  preponderating  largely  over  specific  lend- 
ing. Thus  in  i  907,  in  the  two  Unions  collectively — it  is 
impossible  to  separate  the  figures — in  comparison  with 
265,701,028  marks  lent  out  in  specific  loans  for  stated 
purposes,  471,091,222  marks  were  lent  out  m  cash 
credits .  That  really  means  much  greater  preponderance 
in  the  Haas  societies  than  appears.  For  we  know  that 
the  Raiffeisen  societies,  whose  business  is  included,  grant 
but  little  money  in  cash  credit.  A  candid  actuary  of  the 
Reichsverband  has  let  the  cat  out  of  the  bag  in  explana- 
tion of  this  practice  :  "  asking  the  Committee  every  time 
involves  too  much  bother."  Aye,  but  it  provides  an  effi- 
cient safeguard. 

The  Haas  Union,  then,  must  be  looked  upon  as  an  "Agiarian- 
omnium  gatherum  of  societies,  good,  bad,  and  indifferent, 
which  have  adopted  the  co-operative  principle  in  a  form 
which  will  stand  the  test  of  an  audit — without  aspiring 
to  the  lofty  ideals  owned  to  by  the  Raiffeisen  societies  ; 
without,  on  the  other  hand,  studying  the  strictly  busi- 
nesslike character,  the  sturdy  self-reliance  and  absolute 
neutrality  as  to  class  interests  of  the  Schulze-Delitzsch 
Union — aiming  at  the  promotion  of  the  interests  of  one 
particular  calling.  It  is  essentially  an  agriculturists' 
union — professionnelle,  in  the  French  sense  of  that  word . 
Of  its  members  fully  60  per  cent,  are  said  to  be  agricul- 
turists by  calling,  and  about  20  per  cent,  more  are  in- 
terested in  agriculture  as  owners  of  agricultural  land. 
Such  position  has  led  it  to  become  friends  and  enemies 
in  turn  with  both   its   sister   movements.      Excessively 
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bitter  things  have  been  said  on  all  three  platforms,  one 
against  the  other.  However,  it  has  all  ended  peaceably. 
After  a  long  estrangement  Herr  Haas  has  made  friends 
once  more  with  both  his  neighbours,  joining  forces  with 
Raiffeisen  and  striking  up  a  friendly  entente  with 
Schulze.  And  through  his  friendly  mediation  one  may 
almost  hope  that  the  long-standing  feud  between  Raif- 
feisen  and  Schulze,  for  which  there  is  no  true  ground, 
may  in  due  course  be  patched  up  as  well. 

Herr  Haas'  plan,  as  observed,  required  decentralised 
organisation.  That  gives  scope  to  local  initiative  and 
the  assertion  of  local  talent  and  power  of  leading.  The 
effect  of  this  it  is,  in  part,  which  has  attracted  so  many 
large  landowners,  people  of  "  county  position,"  as  we 
should  say,  into  Herr  Haas'  camp.  But  his  pronounced, 
and  somewhat  declamatory  "  black-white-and-red  " 
patriotism  —  which  sometimes  outruns  discretion — his 
identification  of  his  Union  with  Agrarianism,  and  his 
very  happy  knack  of  placing  himself  in  high  favour  with 
the  several  Governments,  are  accountable  for  more. 
There  is  no  Union  favoured  by  crowned  heads,  Ministers 
of  State  and  "  Prussian  Excellencies,"  like  the  Reiclis- 
verband,  upon  which  a  perfect  Leonide  shower  of  decora- 
tions has  come  down.  And  that,  in  its  turn,  has  brought 
in  the  rank  and  file  of  the  agricultural  calling.  The 
movement  is  not,  indeed,  all  growth,  although  growth 
preponderates.  In  the  last  year,  it  is  admitted  that  the 
general  tightness  of  money  brought  the  Union  many 
hungry  recruits.  But,  on  the  other  hand,  there  are 
liquidations  and  dissolutions,  the  number  of  which 
specifically  for  xhe  Reichsverband  \s  not  stated.  For  all 
Germany  it  amounted,  in  1907,  to  the  loss  of  69  credit 
societies,  220  societies  in  all.  Since  the  Reichsverband 
composes  the  major  portion  by  far  of  all  these  (86  per 
cent.),  the  lion's  share  in  this  collapse  is  likely  to  have 
fallen  to  its  account. 
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And  so  it  comes  about  that,  in  spite  of  the  Union's 
having  existed  more  than  twenty-six  years,  its  societies 
average  an  age  only  of  eleven  years — not  long  ago  the 
figure  stood  at  only  eight  years. 

The  peculiar  "  black  -  white  -  and  -  red  ''  patriotism  provocative 
which  has  helped  the  Union  forward  to  so  large  an  extent,  P^f''ot'sm. 
appears  sometimes  to  grow  a  little  uncharitable  to  neigh- 
bours. Possibly  it  is  just  that  which  has  made  it  so 
telling  in  high  quarters.  What,  for  instance,  could  be 
less  called  for  than  the  verse  which  Herr  Haas'  Com- 
mittee inckided  in  the  festal  song  prepared  for  the  Con- 
gress held  at  Mayence  in  1908,  and  which  was  sung  at 
the  banquet,  as  the  report  states,  "  amid  deafening 
cheers,"  which  says  : — "  Never  mind  if  John  Bull  and 
the  Frenchman  go  into  '  mad  staggers  '  with  envy  ; 
we  have  William  of  Hohenzollern  to  keep  us  safe  "?* 

What  on  earth  such  a  verse  has  to  do  with  a  co-opera- 
tive banquet,  and  why  it  should  be  suggested  that 
English  and  French  are  going  into  "  mad  staggers  " 
■ — not  a  very  polite  word  to  use — because  Germany  is 
prosperous,  and  that  things  will  be  less  glorious  when 
the  next  Emperor  begins  his  reign,  one  is  at  a  loss  to 
divine-.  And  where  do  the  "  war-whoop  "  and  the 
"  rifle  at  full  cock  "  come  in  at  a  Congress  dinner?  It 
appears  to  me  that  our  own  co-operators  exhibited  far 
more  co-operative  and  also  more  Christian  spirit,  such 
as  Bonifacius  went  out  from  us  ages  ago  to  awaken  in 

*  The  precise  words  are  these  : — 

"  Zum  Kampf  nach  aussen  mogen  d'rum 
John  Bull  und  Franzmann  kollern. 
Das  ficht  uns  nicht  so  lang  regiert 
Wilhelm  von  Hohenzollern. 

(Driihnender  Beifall  !) 

"  Den  Hahn  in  Ruh  !  Die  Flinte  blank  ! 
Lasst  nie  die  Schwerter  rosten  ! 
Kein  Kampfgeschrei !  Doch  wenn  es  gilt 
Seid  Alle  auf  dem  Posten  !  " 
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Germany,  when,  at  a  Congress  following  shortly  after, 
they  received,  likewise  with  "  deafening  cheers."  Mr. 
Maddison's  resolution  expressing  a  fervent  hope  that 
good  relations  may  be  maintained  with  all  foreign 
powers,  but  above  all  things  with  our  neighbour  Ger- 
many, Evidently  Herr  Haas  and  his  Union  have  still 
something  to  learn  in  the  matter  of  Co-operation. 

Herr    Haas'    societies    are    of    all    sizes,    from    seven 
members  up  to,  in  one  exceptional  case,    1,291.     The 
average  number  of  members  is  91  or  92. 
Dependence  One  great  fiaw  in  Herr  Haas'  action  has  been  his  long- 

help"  ^^'^  continued  dependence  upon  State  help.  His  big  shares 
would  not  go  down  with  his  people.  Money  there  must 
be,  because  there  were  to  be  magnificent  results.  The 
State-endowed  Central  Bank  opened  its  doors.  The 
Schulze  Union  said  No  ;  the  Raiffeisen  Union  said  Xo. 
The  Haas  Central  Banks  hurried  in  asking  for  money. 
What  abuses  such  borrowing  from  the  State  gave  rise 
to,  how,  to  comply  with  the  prescribed  form,  immense 
liability,  in  some  cases  centupling  the  amount  of  the 
capital  subscribed,  was  piled  up  upon  an  infinitesimal 
foundation  uf  cash,  I  explain  in  another  chapter.  For- 
tunately the  evil — which  must  have  done  much  mischief 
— has  in  the  end  worked  its  own  cure.  Abuses  of  the 
sort  referred  to  the  Bank  was  bound  for  its  own  sake  to 
meet  with  special  precautions.  The  precautions  did  not 
please  the  Haasists.  There  was  wild  rebellion  at  their 
Congress  in  1898.  However,  the  Central  Bank  had  the 
whip  hand,  and  rightly  enough  would  not  be  shaken  in 
its  resolve.  After  some  wriggling  and  struggling  the 
Haas  Union,  like  a  wise  body  of  men,  came  to  under- 
stand that  the  only  remedy  against  State  restrictions  is 
Independence   its  own  indej)cndence .     .And  it  very  sensibly  sought  to 

Sought  i.y        attain  such.     That  has  been  the  burden  of  Herr  Haas' 

(.ollection  of 

Dci'osits.  late  pronouncements.     "  Make  yourselves  independent." 

The  practice  of  thrift  was  studied,  and  the  lesson  learnt 
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was  put  into  practice,  with  the  result  that  large  amounts 
of  savings  deposits  came  in,  as  they  always  do  in  such 
cases,  when  asked  for  in  the  proper  way.  In  comparison 
with  only  64,493,274  marks  lying  to  the  credit  of  depo- 
sitors at  the  close  of  1896,  there  were  at  the  close  of 
1907  1^360,299, 61 6  marks — about  £68,000,000  (in- 
cluding the  Raiffeisen  banks  with  about  £19,500,000  to 
their  credit).  The  deposits  per  member  came  to  amount  to 
1,132  marks  (£56).  As  much  as  414,083,578  marks  had 
been  paid  in  during  the  year.  Since  only  1,367,000,000 
marks  were  employed  in  advances,  the  banks  had  been 
brought  to  the  point  that  their  own  members' 
thrift  provided  nearly  all  the  money  that  was  required 
for  loans.  Of  course,  all  this  money  was  withdrawable, 
and  additional  cash  was  wanted  for  the  productive  so- 
cieties. The  societies'  own  capital — shares  and  reserve 
funds — amounted  to  only  62,000,000  marks.  Going  the 
rounds  to  collect  deposits  has  become  a  common  prac- 
tice. It  is  more  convenient  to  have  such  money  than 
State  advances.  A  further  judicious  step  was  taken  by 
the  introduction  of  a  higher  rate  of  interest  allowed  for 
long  term  deposits,  subject  to  three  months',  or  else  six 
months'  notice.  It  may  have  been  thought  previously 
that  such  deposits  might  become  a  dead  weight.  How- 
ever, the  banks  find  that  they  can  employ  all  that  comes 
in,  and  the  notice  is  not  resorted  to  on  their  part.  The 
next  step  has  been  to  insist  once  more  upon  the  issue  of 
substantial  shares.  Some  societies — thus,  for  instance, 
those  of  the  admirably  administered  Rhenish  Union — 
have  gone  so  far  as  to  recommend  doubling  the  amount 
of  £25.  To  what  extent  that  recommendation  will  pro- 
duce results  remains  to  be  seen. 

The  estrangement  between  the  Raiffeisen  Union  and  Reconciliation 
the  Haas  Union  was  perfectly  natural  while  the  sore  was   i^aiffeisen 
raw.   But  that  is  no  reason  why  it  should  have  been  kept   Union. 
up  so  long.      In  those  days,  unfortunately,  Herr  Haas 
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was  little  accessible  to  overtures  and  even  to  inquiries. 
I  expressed  regret  at  such  uncalled-for  division  of  in- 
terests, which  meant  a  frittering  away  of  power,  as  long 
ago  as  in  1892,  when  I  wrote  the  first  edition  of  this 
book.  In  I  898,  at  the  Haas  Congress  held  at  Carlsruhe, 
I  ventured  publicly  to  suggest  that  there  should  be  union. 
Such  union  was  brought  about  in  1905.  It  strengthens 
very  materially  the  working  power  of  both  Federations. 
But,  as  already  observed,  it  really  amounts  to  little  more 
than  a  working  arrangement.  Competition  among  or- 
ganisations had  become  so  keen  that  in  Rhineland  there 
were  as  many  as  five  distinct  co-operative  unions  bidding 
against  one  another.  Such  a  state  of  things  imperatively 
called  for  redress,  which  was  happily  found  in  the  con- 
clusion of  an  alliance  between  the  two  principal  bodies, 
and  which  has  incidentally  introduced  some  little  decen- 
tralisation also  into  the  Raifteisen  Union,  inasmuch  as  its 
various  provincial  unions  had  to  be  recognised  as  inde- 
pendent Revisionsverbdnde,  that  is,  inspecting  unions. 
However,  it  would  be  a  mistake  to  look  upon  this  alliance 
as  a  full  amalgamation.  The  Raiffeisen  Union  has  not 
let  go  either  its  independent  organisation,  within  the 
larger  organisation,  nor  its  autonomous  position.  Much 
persuasion  has  been  employed  to  induce  it  to  forego  its 
principle  of  small  shares  (since  under  the  existing  law 
shares  there  must  be).  Unquestionably  this  is  incon- 
venient to  the  Haas  societies,  inasmuch  as,  wherever 
societies  of  the  two  sorts  are  found  in  juxtaposition,  the 
one  practically  underbids  the  other  :  and  hence  in  large 
part  the  fruitlessness  of  the  attempts  made  on  the  Haas 
side  to  increase  the  value  of  the  shares.  However,  the 
Raiffeisen  Union  has  rightly  stood  firm.  It  does  not 
require  shares.  It  has  more  deposit  money  on  its  hands 
than  it  knows  how  to  employ  in  credits.  Why  add  to  its 
stock  of  cash  ?  Moreover,  it  must  be  obvious  that  sub- 
stantial shares  keep  out  the  poor.     And  it  was  the  poor 
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that  Raiffeisen  thought  of,  not  the  "  agricultural  call- 
ing," in  which  large  landowners  set  the  tune.  In  addi- 
tion, on  the  Haas  side  there  appears  a  want  of  realit\- 
about  the  demand  for  large  shares.  If  members  there 
were  to  do  as  members  do  in  the  Schweizerische  Volks- 
bank  or  the  Credit  Cooperatif  de  Lorraine,  that  is,  sub- 
scribe large  shares  and  pay  them  up,  so  far  as  they 
are  well-to-do  men,  leaving  only  the  poor  to  contribute 
the  money  slowly,  by  instalments,  a  middle  way  might 
be  struck  out  permitting  both  well-to-do  and  poor  to 
take  part  side  by  side.  However,  to  such  course  the 
well-to-do  appear  now  averse  ;  and  they  cannot  be 
compelled . 

There  is  no  overlooking  points  like  this .  They  make  Value  of 
an  essential  difference.  But  the  benefits  of  union,  which  siveness 
Herr  Haas  has  brought  about,  are  very  great.  Propa-  Uemon- 
ganda  has  grown  far  more  active.  There  is  life,  inde- 
pendent life,  under  the  same  banner,  in  every  province, 
every  union  vying  with  the  other  to  add  new  descriptions 
of  services.  The  result  of  this  is  increased  utility.  Busi- 
ness has  extended  beyond  what  was  to  have  been  fore- 
seen. Large  orders  make  cheaper  prices,  often  better 
quality.  The  organisation  of  such  business  is  excellent. 
Only  one  would  wish  to  see  purchase  separated  from 
banking,  as  it  henceforward  is  to  be  in  the  Raiffeisen 
Union.  Bulking  business  has  likewise  enabled  the  united 
Unions  to  advance  substantially  on  the  road  of  organising 
the  sale  of  produce — although  I  cannot  help  thinking  that 
our  way  of  doing  this  by  means  of  an  alliance  with  our 
distributive  societies  is  a  better  one  than  soliciting  orders 
from  public  authorities  as  a  matter  of  favour.  The 
grouping  together  of  large  numbers  of  societies  has 
placed  the  Unions  in  a  position  to  undertake  descrip- 
tions of  business  which  only  large  bodies  of  consumers 
can  venture  upon.  In  this  respect,  it  is  quite  true,  they 
have  sometimes  overshot  the  mark — for  instance,  when 
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buying  up  nitrate  mines  in  Chile,  and  propping  up  enter- 
prises which  never  stood  on  a  solid  foundation .  On  the 
other  hand,  they  have  done  exceedingly  well  by  their 
cellective  contracts  for  potash -salts.  And  their  insti- 
tutions for  the  common  purchase  of  machinery  and 
implements,  and  for  the  construction  of  machinery  and 
installations  for  productive  works,  such  as  dairies,  dis- 
tilleries, granaries,  electric  motive  power  and  the  like, 
appear  to  be  answering  well.  In  respect  of  dealings  with 
money,  as  a  matter  of  course,  the  lumping  together  of 
business  has  given  the  Imperial  Union  a  much-improved 
position  in  the  money  market,  thanks  to  which  it  has 
been  able  to  provide  funds  for  its  members  during  the 
recent  financial  crisis  at  rates  of  interest  only  little 
above  the  ordinary  level.  Its  main  supply,  apart  from 
what  it  gets  from  deposits,  remains  the  State -endowed 
Central  Bank,  which,  being  in  a  position  to  do  so,  has 
stipulated  for  all  business  done  in  Prussia.  So  far  as  that 
country  extends,  the  State  bank  has  an  absolute  mono- 
poly, which  is  exercised  through  the  Neuwied  Central 
Bank,  acting  as  a  collective  institution,  and  thirty-seven 
autonomous  provincial  Central  Banks  of  the  Haas  Union 
as  conducting  channels.  However,  there  are  societies 
beyond  Prussia.  For  such  the  Reichsgenossenscliafts- 
The"Reichs-  bank,  established  at  Darmstadt  by  the  Haas  Union, 
genossen-         ^(^jg  ^s  Central  institution.     And  there  are  provincial  co- 

schaftstxink.  .  .  .         ,  ,  .      ,  i-         i        •  i 

operative  unions  of  other  kinds — distributive,  supply, 
productive,  dairies,  granaries,  and  the  like — within  the 
Federation,  which  are  allowed  credit  just  like  Central 
Banks,  and  take  it  in  a  steadily  increasing  volume. 
Such  credit  has  been  found  an  active  stimulus  to 
business,  and  both  the  Reiclisgenossenscliaftsbank 
and  the  Neuwied  Central  Bank  do  a  considerable 
amount  of  business  with  such  bodies.  The  thirty- 
seven  Central  Banks  of  the  Union  (including  the 
Raiffeisen   Union)   had   in    1907   a   collective   business 
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of  4,832,000,000  marks  (£240,000,000).  The  two 
chief  banks,  at  Neuwied  and  Darmstadt,  dispose 
between  them  of  working  funds  amounting  to  more  than 
£14,000,000,  viz.,  206,000,000  marks  in  Neuwied,  and 
77,000,000  marks  in  Darmstadt,  which  money  consists 
for  the  smaller  part  (about  £3,000,000)  of  share  capital, 
for  the  remainder  of  deposits.  One  questionable  item 
in  the  business  done  is  the  money  still  lent  upon  mort- 
gage, which  amounted  in  1907  to  198,263,072  marks 
(£9,913,153).  And  it  does  not  exactly  bode  well  for 
the  Union,  from  a  banking  point  of  view,  that  it  considers 
itself  patriotically,  and  from  loyalty  to  its  agricultural 
members,  bound  to  take  an  active  part  in  the  redemption 
of  debt  on  landed  estates,  much  after  the  manner  in 
which  the  Court  of  Wards  proceeds  in  India.  No  doubt 
such  indebtedness  is  very  great.  It  is  to  be  reduced  by 
limiting  the  borrowing  powers  on  estates  which  are 
brought  under  the  new  rule  and  converting  the  last, 
which  are  also  the  most  risky,  mortgages  into  personal 
advances,  which  will  necessarily  have  to  run  for  some 
length  of  time.  It  is  at  this  point  that  the  Union  is 
called  upon,  and  feels  itself  bound,  to  come  to  the 
landowners'  rescue.  One  may  hope  that  this  will  not 
land  them  in  loss. 

No  doubt  in  the  Reichsverband  one  is  apt  to  regret  the  what  German 
restriction  of  principle.     One  regrets  to  see  Co-operation  -Agriculture 

^  ^  ^  ^  owes  to 

made  the  handmaid  of  a  distinct  interest,  to  the  prejudice  Herr  Haas, 
of  other  interests .  One  cannot  help  feeling  pained  at  the 
very  different  tone  to  that  which  we  are  used  to  associate 
with  "  Co-operation  "  prevailing  in  this  Union,  the  class 
interest,  egotism,  and  that  peculiarly  bellicose  and  invi- 
dious patriotism  introduced  into  a  movement  which, 
according  to  Schulze-Delitzsch,  should  "  mean  peace." 
,One  cannot  help  noticing  that  there  is  still  far  too  much 
reliance  upon  the  State,  partly  for  the  supply  of 
funds,  partly  for  peculiar  favours  and  a  market  for  pro- 
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duce.  And  one  cannot  help  thinking  that  among  the 
business  undertaken  there  is  not  a  little  that  is  just  a 
trifle  risky,  and,  under  the  lax  system  practised,  may  mean 
mischief.  But  certainly  it  was  a  great  achievement  to 
collect  86  per  cent,  of  the  agricultural  co-operative  so- 
cieties of  Germany — 17,630  societies  they  were  in  1908 
— together  into  one  Union,  to  bring  them  to  act  together 
and  organise  their  supply,  their  sales,  their  credit,  on 
the  large  and  effective  scale  thereby  permitted.  And 
for  such  services  the  agricultural  world  in  Germany 
remains  Hcrr  Haas'  debtor  ;  for  the  result  has  been 
mainly  his  work. 


CHAPTER     IX 
'' ASSISTED"     CO-OPERATIVE     CREDIT 

To  the  eye  of  the  zealous  social  reformer  co-operative  Natural 
banks,  though  multiplying  fast,  do  not  multiply  nearly  for^Resulis 
fast  enough .  There  is  so  much  good  that  might  be 
accomplished  if  there  were  more  of  them  !  There  are 
such  veritable  worlds  of  creditless  desert  crying  out  for 
their  aid  !  And,  again,  there  is  that  troublesome  diffi- 
culty about  providing  the  first  funds,  when  in  truth  there 
is  good  enough  security  to  pledge,  but  nobody  to  recog- 
nise it  1 

Now  could  not  co-operative  banks  be  helped  over 
these  two  troublesome  stiles  by  a  little  judicious  aid  ? 

There  is  no  country  in  which  this  question,  most 
seductive  in  itself,  has  not  been  asked.  The  object  seems 
so  good,  the  remedy  so  simple  !  In  some  cases  private 
beneficence  has  come  forward,  and  has  shown  that  it  can 
at  any  rate  do  something — more  especially  when  backed 
by  political  or  social  influence,  such  as  Count  Joseph 
Mailath  had  in  his  mind  when  he  wrote  about  the  Hun- 
garian credit  banks  formed  by  wealthy  landowners  : 
"  Here  was  the  money,  to  begin  with  ;  however,  the  main 
advantage  was  that  public  servants  now  considered  it 
to  be  their  duty  to  promote  the  undertaking  with  their 
influence,  and  bestirred  themselves  actively  in  its 
behalf."* 

There  is,  then,  something  more  effective  even  than 

*  Report  of  Proceedings  of  the  Sixth  Congress  of  the  International 
Co-operative  Alliance  (published  by  P.  S.  King  .&  Son,  Westminster), 
p.  451. 


assistance. 
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money.     A  host  of  political  officers  enlisted  as  propa- 
gandists, acting  with  the  approval  of  their  superiors,  can 
"  stamp  banks  out  of  the  ground,"  as  Count  Mailath  says 
that  at  one  time  they  did  in  Hungary. 
State-  But  that  only  means  that,   if  private  action  can  do 

something.  State  interference  can  accomplish  more.  The 
State  has  all  these  officers  at  its  beck.  It  need  but  say 
"  Go,"  and  they  go.  And,  in  addition,  it  disposes  of  the 
entire  wealth  of  the  nation  practically  without  limit. 
Does  not  a  work  of  "  common  utility,"  like  that  of  popu- 
larised credit,  justify  a  little  outlay  at  common  expense? 
There  is  not  a  country,  as  observed,  in  which  this 
question  has  not  been  asked.  And  in  not  a  few  countries 
it  has  been  answered  in  the  affirmative  ;  and  effect  has 
actually  been  given  to  such  answer.  I  have  not  space 
here  to  review  all  that  has  been  done  in  this  way.  With 
the  kind  assistance  of  our  own  P^oreign  Office  and  of 
foreign  Governments  I,  a  few  years  ago,  compiled  a  very 
full  account  of  all  that  was  known  to  have  been  accom- 
plished up  to  1904,  for  the  Sixth  Congress  of  the  Inter- 
national Co-operative  Alliance.*  From  a  social  point  of 
view  that  account  will  be  found  highly  instructive.  The 
State  has  been  active  in  this  way  in  Germany,  in  Austria, 
in  France,  in  Ireland,  in  India — in  Russia,  of  course,  and 
in  Finland,  and  in  the  Balkan  countries — since  that  date 
also  in  Italy — practically  everywhere.  The  method  most 
generally  favoured  in  early  days  was  that  of  a  free  grant 
for  first  establishment  expenses,  and  afterwards  advances 
at  easy  rates,  for  a  limited  number  of  years,  to  provide 
the  requisite  working  funds  and  to  set  the  bank  upon  its 
legs  in  a  parasite  existence.  At  the  same  time  the  army 
of  fonctionnaires,  so  plentiful  abroad,  and  so  dependent 
upon  favour  for  their  promotion,  have  set  to  work  can- 
vassing, teaching,  leading,  pressing.  In  some  countries 
the  formation  of  Raiffeisen  banks  became  the  accepted 
*  .See  llie  Report  already  quoted. 
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test  of  administrative  efficiency  in  country  districts,  and, 
as  a  consequence,  administrative  officers  vied  with  one 
another  in  promoting  such  banks  at  public  expense. 

But  all  this  was  desultory,  experimental,  groping.  A  it  is  first 
decided  change  came  over  the  scene  when,  in  1895,  the  in^'russL-T 
Prussian  Minister  of  Finance  carried  his  scheme  for 
creating  in  his  kingdom  a  State -endowed  Central  Co-  Creation  of 
operative  Credit  Bank — a  bank,  that  is,  which,  helping  endow^ed 
itself  freely  to  money  out  of  the  taxpayers'  purse — on  Central  Bank 
which  money  only  a  very  small  interest  need  be  paid — 
should  come  to  the  aid  of  co-operative  banks  wherever 
justification  could  be  shown.  Such  justification  was  to 
consist  in  security  given,  measured  according  to  a  pecu- 
liar— rather  mechanical — standard.  The  governing  idea 
was  that  every  bank  finding  other  banks  willing  to  com- 
bine with  it  in  a  "  Union  " — which  act  was  to  be  accepted 
as  a  proof  of  its  genuinely  co-operative  character — 
should  have  a  blank  credit  —  that  is  Dr.  Hugenberg's 
term — opened  to  it  in  current  account  proportionate  to 
the  security  which  it  had  to  offer.  In  this  way  it  would 
have  adequate  funds  placed  at  its  disposal  to  work  with . 
In  addition  the  new  State  bank  was,  in  substitution  for 
the  Reichsbank,  the  Imperial  National  Bank — which  had 
previously  rendered  such  service,  but  found,  amid  the 
growing  claims  made  upon  it  and,  in  view  of  the  very 
peculiar  nature  of  such  co-operative  business  compared 
with  its  ordinary  commercial  banking,  that  the  co-opera- 
tive work  had  better  be  transferred  to  other  shoulders — 
to  act  as  common  money  institution  for  all  co-opera- 
tive banks,  to  be  drawn  upon  by  them,  and  as  balancing 
centre  for  their  periodical  overpluses  and  deficiencies, 
and,  in  doing  this,  to  fence  off,  so  to  speak,  a  certain 
economic  area,  like  a  breakwater  sheltering  what  through 
its  interposition  becomes  a  calm  sheet  of  water  in  the 
midst  of  a  troubled  sea,  so  as  to  preserve  it  from  all 
disturbance  which  might  affect  the  great  money  market  : 
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Other  Coun- 
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Methods  of 
the  Prussian 
State  Bank. 


violent  changes  of  the  discount  rate^  flatness  and  panic, 
and  other  disorders  which  no  co-operative  business  can 
stand.  By  this  means  steadiness  of  the  rate  of  interest 
was  to  be  secured. 

These  were  the  main  points  in  the  Government  pro- 
gramme, and  their  adoption  had  a  marked  effect  upon 
the  position  of  the  question  of  co-operative  credit  in  the 
entire  world .  What  had  previously  been  only  haphazard 
and  empirical  now  became  methodised.  A  new  standard 
came  to  be  set  up,  and  practical  application  made  of 
the  Prussian  example  a  generally  recognised  model  for 
imitation.  Other  German  States  were,  of  course,  the  first 
to  follow  in  Prussian  footsteps,  so  as  to  make  its  new 
practice  virtually  all  German  ;  France  came  next,  with 
some  characteristic  departures  from  the  original  model  ; 
then  Italy,  once  more  with  adaptations  ;  afterwards  Rou- 
mania  and  other  Balkan  States  ;  later  Austria  and  Bel- 
gium ;  and  even  otherwise  independent  little  Denmark 
is  understood  to  be  considering  whether  it  cannot  adapt 
the  Prussian  method  to  its  own  circumstances,  the  money 
being  already  voted.  To  have  effected  all  this  means  a 
"  succes  cPestime,'"  for  which  the  authors  and  adminis- 
trators of  the  Prussian  scheme  are  entitled  to  take 
not  a  little  credit. 

People  with  great  ambitions  are  apt  to  overrate  the 
power  of  their  own  pet  institutions  when  pitted  against 
cosmic  forces.  We  shall  see  how — in  this  case,  as  in 
others — an  error  of  such  kind  was  committed .  The  pecu- 
liar aim  adopted  of  keeping  the  co-operative  market, 
so  to  speak,  within  a  sheltering  ring-fence,  within  which 
no  commotion  was  to  be  possible,  and  business  generally 
was  to  be  distinctly  centred  in  the  new  State  bank  (but, 
of  course,  with  the  Reichsbank  to  fall  back  upon  in  cases 
of  want  of  money),  postulated  that  within  that  financial 
"  world  within  the  world  "  all  credit  institutions  should 
be  systematically  (organised,  so  that  credit  might  be  con- 
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veniently  dispensed  through  regular  channels,  like  water 
in  a  scheme  of  irrigation — first  to  the  principal  feeders, 
and  from  these  to  the  distributing  conduits .     As  a  matter 
of  fact,  such  organisation  was  actually  ready  to  hand — 
at  any  rate,  in  the  great  agricultural  unions,  for  which 
the  scheme  was  mainly  designed.     That  being  so,  the 
State  bank  could,  with  reason,  maintain  that  in  offer- 
ing aid  it  rigorously  abstained  from  all  interference  in 
the  management  of  societies,  such  as  is  generally  set 
down  as  the  main  drawback  to  State  aiding.    We  know 
from  what  has  happened  in  Ireland,  how  hindering  that 
may  become.     The  Prussian  State  bank  does  not  in  fact 
interfere,  save  to  refuse  to  deal  with  any  individual  so- 
ciety— except  in  special   cases,   in  which  security  of  a 
particular  kind  is  exacted.    Societies,  to  be  qualified  to 
deal  with  it,  must  be  first  brigaded  in  unions. 

The  stipulation  is  not  a  very  onerous  one.    For,  in  the 
first  place,  all  those  societies  which  the  State  bank  was 
above  all  things  intended  to  benefit — that  is,  the  agricul- 
tural credit  societies,  which  are  the  bons  enfans  of  the 
Government — were,    as    observed,    already    thoroughly 
brigaded.      All    that    the    State    bank    had    to    do    in 
the  matter  was,  as  the  preamble  to  the  Bill  creating  it 
puts  it,  to  place  itself  "  at  the  head  "  of  an  already  exist- 
ing— "  thus  far  headless  " — organisation.     In  the  second 
place,  since  under  the  German  law  only  seven  persons  are 
required  to  form  a  society,  in  the  same  way  seven  so- 
cieties will  suffice  to  form  a  union  ;    so  that  forty-nine 
persons  in  all,  agreeing^  among  themselves— this  fact  has 
been  pointedly  put  forward  in  France,  as  showing  how 
easy  it  is  to  qualify  for  State  aid — may,  by  a  purely 
formal  act,  bring  themselves  within  reach  of  the  prof- 
fered benefit. 

There  appears  to  have  been  another  ground,  besides, 
for  desiring  that  the  State  bank  should  become  the 
"head"    of   the   existing   organisations.      It    has    been 
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A  Political 
Motive. 


"  Capacity  for 
Liability  ; " 
how  Ascer- 
tained. 


plainly  stated  in  the  Prussian  Chamber  that  all  this 
organisation  of  so  many  thousands  of  people — there  are 
more  than  four  millions  of  professing  co-operators  in 
Germany — might  involve  "  danger,"  had  not  the  State 
placed  itself  at  their  head.  The  State  as  a  rule  has  some 
object  of  its  own  in  view  when  giving  aid,  which  object 
may,  according  to  Lord  Randolph  Churchill,  be  summed 
up  in  the  formula  "  Votes,  votes,  votes  !  "  However, 
that  object  is  not  always  as  openly  avowed  as  it  has  been 
in  this  case.  With  creditable  frankness  Herr  Hugen- 
berg,  late  chief  of  the  very  department  of  the  Prussian 
Ministry  of  Finance  interested,  goes  on  to  own  in  his 
book  *  that  the  artisans'  and  tradesmen's  co-operative 
credit  societies — which  are  likewise  supplied  with  money 
out  of  the  State  bank — were  created  with  a  view  to 
"  getting  the  men  away  from  Liberalism,"  which  poli- 
tical belief  still  constitutes,  as  in  the  dark  days  of  the 
Manteufifels,  the  special  bogey  of  the  "  Prussian  Excel- 
lencies." 

There  were,  as  observed,  plenty  of  "  unions  "  all  ready 
to  hand  to  transact  business  with  the  State  bank.  Their 
doing  so,  however,  involved  a  danger  to  themselves 
which  had,  thus  far,  been  kept  dormant.  To  transact 
business  collectively,  these  banks  must  interconnect  their 
liability,  making  themselves  practically  liable  for  one 
another,  without  at  the  same  time  acquiring  power  to 
control  one  another.  A  reckless  society  A  might  inflict 
loss  upon  all  the  remaining  letters  of  the  alphabet.  This 
was  for  the  State  bank's  protection,  and  to  its  distinct 
advantage  ;  for  it  secured  it  a  number  of  backers  to 
every  bill.  But  it  was  distinctly  not  to  the  benefit  of  the 
individual  society.  Schulze,  who  readily  detected  the 
danger  of  such  proceeding,  would  never  allow  anything 
of  the  sort  among  his  own  societies.     And  his  followers 


*  Dr.  A.   Hugenberg,  Gehcimer  Finanzrath  :  "  Bank-und   Kedit 
wirthschaft  des  deutschen  Mittclstandes,"  Miinchen,  1906. 
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held,  and  still  hold,  fast  by  his  salutary  rule.  Raiffeisen, 
though  he  formed  a  Central  Bank,  wisely  steered  clear 
of  the  danger  indicated,  by  making  that  bank— through 
which  at  first  all  business  had  to  pass— a  joint -stock  com- 
pany with  strictly  limited  liability,  so  that  no  society 
joining  made  itself  answerable  beyond  the  actual  amount 
of  its  own  shares.  The  State  bank  distinctly  claimed  joint 
and  several  liability  of  societies— within  certain  limits, 
which  are  regulated  on  the  following  principle.  The 
State  bank,  having,  by  permission  of  the  Ministry  of 
Finance,  a  free  run  of  the  Register  of  Income  Tax, 
and  of  that  "  complementary  tax  "  about  which  so  much 
nonsense  has  recently  been  written  in  this  country,  and 
which  hits— that  is  its  great  recommendation  under  the 
present  aspect— small  people  in  respect  of  their  small  in- 
comes, not  liable  to  income  tax  proper,  as  well  as  wealthy 
people  in  respect  of  certain  excess  income,  takes  advan- 
tage of  the  insight  so  obtained  to  value  the  "  capacity 
for  liability  "  of  every  person  interested,  the  total  of 
which  "capacities  "  constitutes  its  security.  In  the  case 
.of  societies  with  unlimited  liability  it  ascertains  the  de- 
clared property  of  every  member  and  takes  10  per  cent, 
of  that  sum  as  the  measure  of  recognisable  security— 
although  of  course  at  lav/  the  man  is  liable  to  his  last 
farthing.  That  10  per  cent,  appears  a  moderate  esti-  Howiti= 
mate,  it  is  intended  to  be  so,  in  order  to  be  safe.  How-  Pledged. 
ever,  it  will  have  to  be  borne  in  mind  that  members' 
"  declared  estates  "  are  not  existent  in  a  readily  realis- 
able shape,  and  would,  if  realised,  produce  considerably 
less  than  the  declared  value,  and  that  moderate  propor- 
tion only  after  considerable  delay.  In  the  next  place, 
the  declaration  for  income  tax  does  not  state  what  debts 
the  "  estate  "  may  be  charged  with.  The  man  may  be 
deeply  in  debt  to  the  very  society  for  which  he  is  made 
to  answer  as  security.  In  addition,  Dr.  Heili^enstadt 
the  President  of  the  State  bank,  to  whose  ability  as  presi - 
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dent  I  wish  here  to  bear  witness,  has  stated  at  a  congress 
of  Rhenish  societies  that  in  certain  instances  his  bank, 
in  a  spirit  of  kindness,  exceeds  the  limit,  allowing  a  more 
liberal  measure  of  credit.  And  supposing  that  the  co- 
operative bank  undertakes  to  do  what  by  rights  no  bank 
in  its  circumstances  ought  to  commit  itself  to,  that  is, 
to  guarantee  mortgages,  which  are  bound  to  be  risky, 
as  ranking  after  all  others,  for  fifteen  years  at  a  stretch 
— the  Government  desires  this  to  be  done  as  a  means  of 
eventually  reducing  the  indebtedness  of  the  agricultural 
mortgagors — the  State  bank  has  declared  itself  willing 
to  extend  its  credit  to  such  bank  still  further.  On  the 
other  hand,  the  State  bank  may  also,  to  save  itself 
trouble,  take  each  member's  liability  roughly  at 
anything  between  £5  and  £15.  (It  should  be 
borne  in  mind  that  we  have  here  in  the  main 
societies  of  small  peasantry  to  deal  with.)  Should, 
on  the  other  hand,  members'  liability  for  their  so- 
ciety be  limited,  the  liability  attaching  to  each 
share  is  accepted  as  security,  with  a  deduction  of  i  o  per 
cent,  made  for  the  bank's  safety,  to  which  deduction 
another  i  2~  per  cent,  is  added  in  the  event  of  the  union 
of  which  the  society  forms  part  declining  to  pledge 
itself  to  doing  business  exclusively  with  the  State  bank. 
That  pledge  of  exclusive  dealing  is  an  awkward  burden 
upon  a  union,  but  there  is  a  great  deal  to  be  said  for  it, 
on  business  grounds,  from  the  State  bank's  point  of  view, 
especially  as  the  terms  of  business  are  well  understood 
beforehand,  and  the  monopoly  cannot  be  abused.  Inci- 
dentally it  shows  in  an  interesting  way  how  near  State 
patronage  draws  to  Socialism.  "  Exclusive  "  dealing 
with  their  particular  wholesale  societies  is  just  what 
Socialist  distributive  co-operators  now  clamour  for  as  a 
means,  not  of  serving  their  members  more  cheaply,  but 
of  securing  greater  power  in  the  State  for  their  move- 
ment. 
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One  questionable  feature  about  such  acceptance  of  Liability 
"  liability  "  is  this,  that  under  German  law  "  liability  "  j^n°"^j^ 
by  no  means  necessarily  means  liability  limited  to 
the  amount  of  the  share,  but  may  signify  a  multiple, 
even  a  large  multiple,  of  that  value.  Fifty  times, 
seventy -five  times,  even  a  hundred  times  that  amount 
has  been  known  to  occur.  The  arrangement  here 
referred  to  has  indeed  directly  encouraged  a  most  mis- 
chievous inflation  of  liability,  which  has  become  so  seri- 
ous that  the  State  bank  itself,  after  helping  to  produce  it, 
has  had  to  take  measures  against  it,  namely,  the  build- 
ing up  of  an  unconscionably  large  credit  upon  a  most 
diminutive  share  capital,  all  of  which  need  not  even  be 
paid  up.  Herr  Carl  Heuzeroth,  in  an  interesting  paper 
printed  in  the  Report  of  Proceedings  of  the  Sixth  Con- 
gress of  the  International  Co-operative  Alliance,*  quotes 
some  curious  instances  of  such  malpractice.  Thus,  one 
Central  Bank,  having  a  share  capital  of  only  £457,  bor- 
rowed from  the  State  bank,  on  the  security  of  its 
members'  liability,  £8,692,  and,  in  addition,  another 
£5,000  on  the  security  of  promissory  notes,  which  made 
its  total  borrowing  £13,692  in  all.  In  1895  all  the 
Central  Banks  of  the  Haas  Union  among  them  borrowed 
from  the  State  bank,  on  the  strength  of  share  capitals 
of  £36,426,  as  much  as  £183,625  ;  in  1896,  on  the 
strength  of  £50,713,  £692,246,  and  so  on,  quite  apart 
from  other  loan  money  borrowed  from  individuals  or 
collected  in  the  shape  of  deposits. 

In   1902  President  Heiligenstadt  found  that  he  must  Restrictions 
put  a  stop  to  this.     Co-operative  credit  was  becoming    """P"^^ 
a  regular  South   Sea  bubble  :  all   credit   and  no  cash. 
Accordingly    he    gave    notice    that,    although    the    old 
method  of  calculating  liability  would  be  adhered  to,  a 
maximum  line  of  credit  to  be  given  would  from  thence- 

*  Published  by  P.  S.  King  &  Son. 
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forth  be  drawn  at  ten  times  the  amount  of  the  share 
capital  subscribed,  of  which  one -tenth  must  be  paid  up, 
with  the  understanding  that  all  dividend  accruing  should 
be  carried  to  capital  account  until  in  this  manner  shares 
came  to  be  fully  paid  up.  The  limit  so  left  was  still 
in  all  conscience  wide  enough,  but  it  involved  a  serious 
reduction  in  comparison  with  what  had  previously  held 
good,  and  hit  some  societies  very  hard. 

The  liability  ascertained  in  the  way  described  serves 
as  a  measure  for  what  has  been  rightly  called  "  blank 
credit,"  opened  to  every  society  affiliated  in  current 
account,  to  be  drawn  upon  at  pleasure.  That  was  the 
original  idea  formed  of  the  intended  service  to  be  ren- 
dered by  the  bank,  the  money  so  lent  being  designed  for 
.working  capital,  to  be  placed  at  societies'  disposal  for  a 
considerable  length  of  time.  Such  programme  has  in 
course  of  time  had  to  be  extended.  For,  in  the  first 
place,  it  was  found  that  societies  wanted  more  money. 
Uappetit  vient  en  mangeant.  And,  in  the  second  place, 
the  State  bank  discovered  that  in  lending  in  nothing  but 
current  account,  it  was  emptying  its  cashbox,  to  receive 
in  return  nothing  but  promises  to  repay.  It  wanted  fresh 
money.  Accordingly  it  had  recourse  to  discounts  and 
loans  on  security  as  well  as  on  mere  liability.  The  bills 
discounted  it  could,  in  case  of  necessity,  pass  on  to  the 
Reichsbank  for  rediscount,  so  as  to  yield  it  fresh  work- 
ing capital.  I  cannot  find  that  any  deduction  is  made 
from  the  general  liability  pledged  in  consideration  of 
such  discounts  or  loans,  although  of  course  they  must 
reduce  the  security. 
The  .Stale  Under  these  two  distinct  methods  of  dealing,  the  State 

business.  bank's  business  specifically  with  co-operative  societies 

has  become  considerable.  The  bank  was  in  1908  in 
account  with  fifty-three  Central  Banks,  or  unions, 
standing  collectively  for  11,728  local  societies  with 
1,213,194   members.      There   had   been   some  diminu- 
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tion  since  1907  owmg  to  the  secession  of  one 
union.  Of  the  said  fifty-three  unions,  thirty-three, 
with  collectively  11,227  societies,  and  1,074,081 
members,  doing  by  far  the  larger  amount  of  busi- 
ness, were  of  a  rural  or  agricultural  character — 
the  remainder,  of  which  I  shall  still  have  to  speak,  being 
industrial,  that  is,  tradesmen's  or  artisans'  societies.  The 
sums  advanced  to  the  fifty-three  unions  within  the 
twelvemonth — being  a  mere  fraction  of  the  bank's 
general  business,  the  major  portion  of  which  is 
carried  on  at  profitable  rates  with  the  general 
market,  to  make  this  slow-going  co-operative  busi- 
ness possible — are  stated  at  £25,615,068  in  current 
account,  and  £7,775,177  in  discounts — £33,390,245 
in  all.  At  the  close  of  the  year,  however,  only 
£4,960,460  was  actually  outstanding  in  this  way, 
as  compared  with  £5,129,205  in  1907,  which  was 
an  exceptionally  heavy  year,  owing  to  the  financial 
crisis.  Such  business  does  not,  however,  appear  to  have  it  does  not 
been  particularly  lucrative.  For  the  dividend  paid  by  ^^' 
the  State  bank  was  in  1907  1.49  per  cent.,  in  1906 
1.09  per  cent.,  in  six  previous  years  on  an  average  3 
per  cent.  ;  in  1898  it  sank  as  low  as  .49  per  cent.  That 
year  was  a  turning  point  in  the  history  of  the  bank,  to 
which  attention  will  be  called  again.  Evidently,  if  there 
has  been  any  advantage  given  to  the  customers  of  the 
State  bank,  the  general  taxpayer  has  had  to  pay  for  it. 
I  now  go  back  once  more  to  1895.  The  new  bank 
found  favour  at  once  with  the  agricultural  credit 
societies,  which  were,  as  has  already  been  shown, 
intended  to  be  its  principal  customers.  The  Raiffeisen 
Union  hung  back  for  a  time,  feeling  itself  strong  enough, 
in  possession  of  its  own  Central  Bank,  backed  up  by  the 
Reichsbank,  to  dispense  with  State  aid,  and  of  course 
resenting  State  interference.  Probably  official  pressure 
proved  too  much  for  it  ;    also  the  further  assistance  of 
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the  Reichsbank  may  have  become  questionable,  other- 
wise than  through  the  mediation  of  the  Cenfralgenos- 
senschaftskasse .  The  Haas  societies  fattened  on  the 
State  bank's  ministrations,  waxing  numerous  with  such 
aid  and  relying  to  a  large  extent  upon  borrowed 
capital,  as  the  instances  quoted  above  plainly  enough 
indicate.  The  bank  was  blessed  as  a  boon  to  agriculture. 
However,  it  soon  turned  out  that  in  its  constitution 
several  miscalculations  had  been  made.  In  the  first 
place,  the  £250,000  voted  proved  wholly  insufficient. 
Under  the  favourable  conditions  offered  everybody 
seemed  desirous  of  borrowing.  The  capital  was  pro- 
gressively increased  to  £3,750,000,  which  seems  a  good 
halfway  house  on  the  way  to  further  endowment.  In 
the  second  place,  those  current  accounts  caused  much 
greater  inconvenience  than  had  been  anticipated. 
Accordingly  the  alternative  system  of  advances  on  bills 
or  promissory  notes,  or  else  on  effects,  already  referred 
to,  was  introduced  as  a  safety  valve.  In  the  last  place, 
the  very  freehanded  management  practised  by  Herr  von 
Huene,  Dr.  Heiligenstadt's  predecessor,  was  found  to 
have  led  to  very  unsatisfactory  balance-sheets.  There 
was  0.89,  1 .17  and  0.49  dividend  declared,  only  in  one 
year  2.98  per  cent.  Dr.  Heiligenstadt  rightly  lost  no 
time  in  altering  the  terms.  To  some  extent  he  restricted 
•credit  business,  and  at  the  same  time  put  a  stop  to  those 
"  preferential  terms  "  on  which  discount  and  loan-on- 
effects  business  had  been  transacted,  substituting  ordi- 
nary market  rates,  which  makes  a  considerable  differ- 
ence. That  materially  improved  the  position  of  the  bank. 
However,  to  the  eyes  of  the  agricultural  beneficiaries 
it  altered  the  aspect  of  affairs  very  much  for  the  worse. 
Disappoint-  I'heir  indignation  was  great  indeed  when  the  amended 
mentofihc  terms  were  announced  at  the  annual  Congress  of  the 
Haas  societies  in  1898.  I  was  present  and  witnessed  the 
revolt.     These  men  threatened  to  leave  the  State  bank 
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to  "  stew  in  its  own  juice."     Had  they  not  £1,500,000 
of  deposits  laid  up  in  their  banks  ?     Unfortunately  for 
them,  that  did  not  make  them  nearly  strong  enough  to 
detach  themselves  from  the  State  bank,  in  the  face  of 
the    laconic    but    significant    reply    returned    to    them  : 
"  Either  you  bring  us  all  your  business,  or  you  bring  us 
none."     Reflection  has  taught  these  angry  co-operators 
what   was   to    others   absolutely  plain   on   the   face   of 
things,  namely,  that  Dr.  Heiligenstadt's  precautions  were 
not  more  than  the  occasion  called  for,  but  in  truth  less. 
No  more  than  four  years  after  they  had  to  be  supple- 
mented by  further  restrictions.     The  State  bank  had  in 
fact  been  doing  too  much  for  these  people  to  its  own 
loss.     It  still  does  a  great  deal  ;    but  its  patronage  has 
wisely  been  brought  within  limits  of  businesslike  man- 
agement.    It  may  indeed  earn  the  State  only  a  small 
dividend  ;    but  at  any  rate  it  makes  both  ends  meet. 
Dr.  Heiligenstadt  himself,  if  I  mistake  not,  has  told  his 
agricultural  proteges  that  no  institution  except  his  own 
bank,  which  is  very  strong  in  capital,  and  strong  also 
in  credit,  could  give  them  the  credit  which  they  claim. 
To  be  able  to  do  this  it  has  to  earn  a  profit  elsewhere. 
It  does  this  by  means  of  its  non -co -operative  business, 
which  is  carried  on  on  a  large  scale  and  on  ordinary 
businesslike   and    therefore    remunerative    lines.      Such 
balancing  of  loss  with  gain,  earning  something  here  in 
order  to  be  able  to  sacrifice  something  there,  in  itself 
shows  the  extremely  artificial    character    of    the  whole 
arrangement.     For  the  sake  of  the  good  agriculturists 
the  Centralgenossenschaftskasse  has  to  rob  Peter  to  pay 
Paul.     In  spite  of  all  this  it  has  not  found  it  possible  to 
satisfy  those    same    agriculturists    for    very  long.     One 
cannot  wonder  at  it,  nor  find  fault,  nor  yet  regret  what 
is    happening.      Servitude    is    bound    after    a    time    to 
become  irksome.     The  societies  had  relied  a  little  too 
much  upon  State  aid.     Their  own  share  capital  remained 
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small — it  is  even  now  only  as  one  to  nine  loan  capital. 
State  aid  as  a  matter  of  course  brought  such  consequence 
in  its  train.  And  they  were  indifferent  to  the  collection 
of  deposits.  The  measures  of  1898  and  the  restriction 
of  credit  in  1902  showed  them  whither  they  had  drifted. 
The  most  natural  thought  to  present  itself  to  them  was 
that  of  independence,  and  after  long-continued  thraldom 
they  are,  tardily  but  seriously,  labouring  to  emancipate 
themselves.  The  Haas  Union  very  wisely  began  by 
offering  prizes  for  the  best  essays  on  the  organisation 
of  thrift.  The  successful  essays  have  been  circulated 
far  and  wide,  I  believe  by  the  hundred  thousand,  with 
the  result  that  very  much  collecting  is  done,  and  that 
veritable  heaps  of  money  have  come  in,  so  that  not  in- 
frequently there  are  now  more  assets  than  liabilities 
in  the  account  with  the  State  bank.  However,  all  this, 
though  highly  satisfactory,  still  means  only  an  accumu- 
lation of  loan  capital,  subject  to  withdrawal.  Accord- 
ingly, next,  the  Haas  societies  laid  themselves  out  for 
making  a  reality  of  their  boasted  "  substantial  shares." 
The  pressure  upon  societies  now  is  to  bring  their  shares 
up  at  least  to  the  recommended  figure  of  £25,  but  if 
possible  to  £50.  At  one  of  the  most  recent  annual  con- 
gresses the  burden  of  Herr  Haas'  presidential  admoni- 
tions was  :    "  Try  to  make  yourselves  independent." 

A  great  show  is  now  being  made — at  present  more 
particularly  outside  Germany — of  the  supposed  merits  of 
State  bank  finance  and  of  the  benefits  which  it  is  be- 
lieved to  secure.  But  when  we  see  its  chief  beneficiaries 
turning  away  from  it,  straining  every  nerve  to  acquire 
sufficient  means  to  make  themselves  "  independent,"  we 
have  no  reason  to  sigh  for  State-provided  tlcshjiots. 

Among  industrial  co-operative  banks  the  State  bank 
did  not  fare  equally  well.  Those  banks  were  at  the  time 
of  its  starting  under  the  sway  of  Schulze's  principles. 
And  Schulze's  followers  thoroughly  declined  to  believe 
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in  the  new  principle  adopted.  Schulze  would  have  no 
State  aid,  no  linking  of  liability  among  different  banks  ; 
he  was  all  for  decentralisation,  for  what  Major  Poore 
has  called  "  dividing  down,"  all  for  accumulating  much 
share  capital  and  deposits  in  every  particular  bank,  in 
order  that  it  might  stand  altogether  by  its  own  strength, 
have  little  need  of  bank  credit,  and  command  credit  by 
reason  of  its  own  resources.  Therefore  on  all  .principal 
points  his  own  programme  was  the  very  antipodes  of 
the  State  bank  programme. 

The  refusal  of  his  banks  to  have  anything  to  do  with 
the  State  bank  evidently  caused  disappointment.  This 
appears  plainly,  not  only  from  the  statement  made  in 
the  Prussian  Parliament,  that  the  State  bank  was  in- 
tended to  form  the  head  of  all  co-operation,  in  order 
to  avert  possible  "  danger,"  but  also  from  a  remark 
offered  by  Dr.  Hugenberg,  the  late  chief  of  the  parti- 
cular department  in  the  Ministry  of  Finance  dealing  with 
this  matter^  in  his  book  already  quoted.  He  says  that 
the  Schulze -Delitzsch  societies  would  have  done  much 
better  to  join  the  connection  of  the  State  bank  than  to 
make  the  Dresdner  Bank  their  balancing  centre.  It  is, 
however,  to  be  presumed  that  those  societies  know  their 
own  business  best  ;  and  they  do  not  appear  thus  far 
to  , have  had  reason  to  regret  their  choice. 

The  refusal  of  these  banks  notwithstanding,  the 
Government  decided  to  make  an  effort  for  bringing 
industrial  co-operative  credit  under  its  sway.  There 
are  votes  to  be  got  in  that  quarter,  and  there  is 
credit  to  be  earned  by  ostensibly  favouring  trade 
and  small  manufacture.  Continental  Governments 
are  particularly  keen  at  present  upon  assisting 
"  middle -class  "  trade^ — as  a  counterpoise  to  Socialist 
working-class  agitation.  Accordingly  it  was  decided — 
in  opposition  to  the  Schulze  Union,  which  is  all  for  the 
mingling  of  interests  in  one  bank,  in  order  that  there 
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may  be  the  broadest  possible  basis  and  a  maximum  of 
dovetailing  of  abundance  and  want — to  promote  credit 
associations  formed  in  each  instance  for  one  particular 
trade  only  :  butchers,  bakers,  shoemakers,  &;c.  These 
trades  had  already  organised  their  own  "  trade  "  so- 
cieties, for  the  promotion  of  common  interests,  for 
common  purchase  of  raw  material  or  "  power,"  common 
sale  of  manufactured  goods  and  the  like.  In  respect  of 
all  such  services  "  trade  societies  "  are  of  course  entirely 
in  their  place.  For  on  such  ground  there  is  palpable 
community  of  interest  inside  each  particular  trade,  and 
an  interest  as  palpably  distinct  from  the  interests  of  other 
trades.  These  societies  accordingly  render  very  useful 
services,  and  have  proved  a  success.  But  when  it  comes 
to  credit,  the  position  of  affairs  presents  itself  as  all  the 
other  way.  So  far  from  separation  being  a  help,  it  is  a 
distinct  hindrance.  Abundance  is  likely  to  occur  in  all 
quarters  at  the  same  time,  arid  so  is  deficiency.  The 
Hungarian  Government,  which  likewise  has  the  good  of 
the  "  middle  classes  "  unmistakably  at  heart,  recog- 
nising this  fact,  has  wisely  insisted  on  a  blending  of 
trades  in  credit  societies  intended  for  the  benefit  of 
artisans  and  small  traders,  while  confining  co-operative 
action  for  other  purposes  to  distinct  callings.  Even 
in  such  co-operation  "  for  other  purposes,"  the  experi- 
ence of  Austria  has  shown  what  a  must  deceptive 
"  help  "  are  grants-in-aid  and  preferential  advances 
given  by  the  State.  The  societies  most  "  h:^lped  " 
have  been  the  first  to  go  down. 

The  Prussian  Government  has  none  the  less  tried  to 
proceed  with  its  plan,  and  it  now  parades  certain  osten- 
sible results,  which  appear  not  very  far  off  Lord 
Beaconsfield's  well-known  definition  of  "  statistics."  * 
However,  it  is  only  too  manifest  that  the  plan  has  not 

'-'■'-  "  There  die  llirej  kinds  of  lies  :  lies,  d d  lies,  and  statistics." 
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answered.  There  are  now  probably  about  300  such 
credit  societies  among  721  trade  societies  generally. 
There  were  at  a  recent  collection  of  returns  289  to  reply 
to  the  questions  sheet.  There  is  no  denying  that  some 
,of  them  have  rendered  very  useful  services.  The  so- 
cieties acting  for  butchers,  more  particularly,  have 
proved  a  benefit  to  the  trade,  next  to  them  those  acting 
for  bakers .  However,  all  this  appears  to  be  owing  rather 
to  the  introduction  of  banking  practices,  such  as  we 
possess  here — the  use  of  the  cheque,  that  is,  and  clearing 
at  the  big  markets — than  to  credit. 

As  a  matter  of  fact,  the  amount  of  credit  afforded  to 
trade  societies  by  the  Centralgenossenschaftskasse  has 
remained  comparatively  circumscribed  ;  and  it  certainly 
does  not  satisfy  the  societies.     They  complain  that  in 
being  charged  higher  rates  than  agricultural  societies, 
and  in  having  unwieldy  methods  of  doing  business  forced 
upon  them — which  suit  agricultural  societies  well  enough, 
but  do  not  at  all  suit  them — they  are  being  sacrificed  to 
the  junkers  and  the  peasantry.     Dr.  Otto  Lindecke,  late 
Secretary  of  the  General  Union  of  Artisans'  and  Traders' 
Societies,  maintains  that  during  the  recent  crisis,  when 
"State-aided"  credit  societies  were  "in  some  instances 
made  to  pay  as  much  as  10  per  cent,  for  their  borrowed 
money,  unaided  societies  of  the  Schulze  and  Raiffeisen 
types  supplied  their  members  far  more  cheaply.    Affilia- 
tion to  the  Preussische  Centralgenossenschaftskasse  in- 
volved this  further  loss,  as  he  points  out,  that  societies  so 
affiliated,were  debarred  from  doing  business  directly  with 
the  Reichsbank,   which   they  would  have   found  it  more 
advantageous    to    deal    with.      And    Herr    Hugenberg, 
already  quoted,  frankly  speaks  of  the  probability  of  early 
re -union  with  the  Schulze -Delitzsch  Union,  which  would 
be    about    the    best    thing    that    could    happen    to    the 
"  trade  societies."  * 

-•'  See  note  at  end  of  chapter. 
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Results  of  Before  casting  up  an  account  of  pros  and  cons  with 

Slate-help.  reference  to  State  aid  generally,  in  the  matter  of  co- 
operative credit,  it  may  be  well  briefly  to  inquire  how 
far  State  aid  has,  in  its  most  notable  application,  that 
is,  in  the  case  of  the  Prussian  State  bank  just  spoken  of, 
carried  out  its  promises. 

It  was  to  provide  ample  credit  at  a  low,  and,  by 
means  of  the  elimination  of  the  influence  of  the  general 
market,  more  particularly  at  a  steady  rate,  in  a  con- 
venient and  accessible  form,  to  co-operative  societies 
generally,  and  more  specifically  to  those  of  an  agricul 
tural  character,  and  thereby  to  stimulate  the  formation 
of  such  societies. 

The  last-named  effect  without  question  it  has 
secured.  The  advance  in  the  ratio  of  increase  of  agri 
cultural  co-operative  societies  since  the  creation  of  the 
State  bank  has  been  very  marked.  Only,  it  does  not 
follow  that  the  societies  so  formed  are  all  genuinely  co- 
operative and  capable  of  standing  on  their  own  legs, 
and  certainly  they  do  not  exhibit  all  that  staying  power 
which  according  to  accepted  notions  co-operative 
societies  ought  to  possess.  The  number  of  liquidations 
and  dissolutions  of  societies  has  increased  concurrently 
with  that  of  new  formations  ;  and  it  is  as  a  rule  the 
newly  formed,  the  "  provided  "  societies  which  succumb 
quickest.  As  to  the  genuinely  co-operative  character 
of  all  the  newly  and  rapidly  formed  societies,  1  see  reason 
to  own  to  doubts.  We  shall  see  presently  what  so  well- 
qualified  a  witness  as  Herr  Mager,  Inspector  of  Banks, 
has  to  say  on  this  point. 

Next,  there  can  be  no  doubt  that  the  State  bank  has 
put  plenty  of  money  in  circulation,  more  particularly, 
as  observed,  among  agricultural  co-operative  societies— 
which  money,  it  is  only  fair  to  hojDC,  has  been  judiciously 
laid  out.  And  it  has  done  so  in  the  main  at  low,  and, 
in  ordinary  times,  at  steady  rates.     It  is  a  State  institu- 
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tion  paying-  only  a  very  small  interest  on  its  own  rather 
abundant  capital,  and  dealing,  when  requiring  more,  with 
a  public  institution  (the  Reichsbank),  whose  resources 
are,  for  this  purpose,  practically  inexhaustible. 

Still,  £5,000,000  outstanding  at  the  close  of  the  year 
is  not  really  very  much,  seeing  that  at  the  same  period 
members  of  co-operative  societies  owed  to  their  several 
societies  in  all  £125,000,000.  That  is  in  Germany, 
whereas  the  £5,000,000  applies  only  to  'Prussia.  At 
the  same  time  it  must  be  admitted  that  to  the  unions 
to  which  it  was  lent  that  £5,000,000  represented  much 
substantial  assistance. 

Only  the  rate  of  interest  has  not  been  quite  so  low  as 
is  made  to  appear  ;  nor  has  the  promised  result  of  keep- 
ing out  the  effects  of  the  general  market  been  secured. 
The  power  of  the  market  is  under  any  circumstances 
sure  to  assert  itself.  It  is  absolutely  not  to  be  kept  out. 
During  the  financial  crisis  of  1907  co-operative  banks 
relying,  not  upon  the  State  bank,  but  upon  their  own 
independent  resources,  have  been  able  to  dispense  credit 
as  cheaply  as,  or  more  cheaply  than,  the  State  bank .  Pre- 
cisely the  same  thing  has  happened  in  France,  and  owing 
to  the  same  cause.  Those  who  hoped  to  keep  out  the 
influence  of  the  general  market  appear  to  have  forgotten 
that  there  must  be  rediscount,  which  cannot  come  from 
any  source  but  the  great  market .  And  for  water  coming 
rushing  in  a  small  opening  is  quite  sufficient. 

The  rates  of  interest  at  which  the  Centralgenossen- 
sc hafts kasse  deals  out  its  money  are  made  to  appear  lower 
than  they  really  are  by  two  little  artifices.  In  the  first 
place,  the  rates  stated—"  preferential  "  rates,  as  they  are 
called — really  apply  only  to  money  lent  out  in  current 
account  in  the  way  explained,  and  not  even  to  all  such 
money.  There  is  some  such  money  lent  for  which  the 
ordinary  discount  rate  of  the  Reichsbank  is  charged. 
And  that  rate  has  run  up  to  7^  per  cent.     Apart  from 
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that,  for  all  money  advanced  by  way  of  discount  or  on 
the  security  of  effects,  or  in  fact  in  any  way  except  in 
current  account,  ordinary  market  rates  are  charged, 
subject,  in  the  case  of  bills  secured  collectively  by  the 
general  liability  explained  above,  to  a  small  rebate— to 
set  off  part  of  which  there  may  be  a  small  commission 
charged.  That,  as  a  matter  of  course,  brings  up  the 
general  rate  not  a  little.  The  principle— and  in  all 
probability  the  practice— of  the  bank  is  to  lend  money 
for  long  terms  in  current  acQount— the  current  account 
running  for  a  year  at  a  time— and  to  ask  for  bills  m 
respect  of  all  short  lending. 

The  second  artifice  is  this,  that  the  State  bank  places 
the  comparatively  low  rates  which  it  charges  to  Unions 
or  Central  Banks  in  comparison  with  the  rates  which 
societies  not  affiliated  to  it  charge  to  their  members.  But 
there  is  a  stage  between  the  two.  And  the  interposition 
of  that  stage  may  mean  a  good  deal.  The  union,  re- 
ceiving money  on  State  bank  terms,  as  a  matter  of  course 
charges  additional  interest  upon  it,  when  passing  it  on 
to  its  members.  Dr.  Otto  Lindecke— who  has  been 
already  mentioned— estimates  such  additional  charge  on 
an  average  at  i  h  per  cent .  Even  supposing  it  to  be  less, 
here  in  any  case  is  an  addition  to  the  original  charge 
which  must  make  a  difference.  And  there  is  not  over- 
much margin  to  begin  with. 

The  Prussian— or  German,  as  we  may  now  call  it- 
scheme  of  "  assisting  "  co-operation— which,  of  course, 
I  have  thought  it  right  to  dwell  upon  at  greatest  length, 
since  it  represents  the  first  methodised,  and  also  the  most 
fully  methodised,  form  of  "  assistance,"  and  since  it  has 
served  as  a  model  for  all  similar  institutions-started 
with  co-operation  already  in  existence,  and  confined  its 
aim  simply  to  carrying  its  benefit  further,  albeit  by 
means  which  run  directly  counter  to  the  true  principle  of 
co-operation.    It  fastened  its  view  upon  one  result  only, 
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overlooking  some  other,  more  importam  results.  The 
authors  of  schemes  modelled  upon  it— as  is  not  unusual 
in  such  cases — have  carried  things  to  greater  length. 
They  have  created  "  assistance  "  before  there  was  co- 
operation, with  the  hope  of  evoking  co-operation  out 
of  nothing.  Of  the  French  scheme,  the  Austrian  and 
the  Hungarian,  and  some  others,  I  speak  under  the  head-' 
ings  of  their  several  countries  .■  I  must,  however,  find 
a  place  in  this  chapter  for  a  very  summarised  account 
of  what  has  been  done  in  the  matter  in  Italy. 

Like  the  French  Government,  the  Italian  was  impa-  state-helpin 
tient  to  see  "results."  It  found  no  stock  ready  upon  ^^^'y- 
which  to  graft  its  "  assistance."  There  were  arid  wilds 
lying  waiting,  thirsting,  pining  for  Co-operation.  There 
can  be  no  doubt  about  this.  However,  Co-operation 
would  not  come.  Reversing  the  golden  rule,  which  had 
under  M.  Luzzatti's  guidance  worked  such  wonders  in 
northern  Italy,  of  providing  security  first  and  money 
after,  it  provided  money  liberally— though  not  altogether 
out  of  its  own  pocket— hoping  that,  lured  by  such  bait, 
security  would  come  in  its  turn  ;  it  scattered  its  grafts 
over  the  ground,  hoping  that  they  would  strike  root. 
In  taking  such  action,  it  appears  to  have  wholly  over- 
looked the  fact  that,  if  there  is  to  be  Co-operation,  there 
must  be  at  any  rate  rudimentary  capacity  for  it  pre -exis- 
tent. You  cannot  reasonably  give  indigestible  food  to 
an  unweaned  infant .  The  infant  could  not  assimilate  it . 
It  would  act  as  poison  instead  of  as  nourishment.  The 
poor  people  in  the  South  and  in  Sardinia,  of  whom  the 
Government  was  thinking,  were  in  this  matter  infants, 
scarcely  used  even  to  mother's  milk.  However,  the 
experiment  was  to  be  tried. 

The  matter  was  carried  into  effect  in  this  way.  Public 
funds  were  made  available.  In  the  first  instance  the 
Banco  di  Napoli  was  instructed,  in  1901,  to  apply  up  to 
one-fifth   of  its   savings  deposits  to  loans   fpr  agricul- 

P.B.  p 
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tural  purposes,  to  be  served  out  through  some  co-opera- 
tive organisations  to  be  created,  within  its  own  province 
and  in  the  island  of  Sardinia.  Next,  in  1902,  a  special 
banking  institution  was  created  by  law,  for  the  province 
of  Latium,  to  perform  the  same  service  in  that  province, 
the  money  being  found  by  gifts  of  altogether  500,000 
lire  from  the  two  savings  banks  of  Milan  and  Rome, 
with  the  addition  of  an  advance  of  300,000  lire  more 
from  the  bank  of  Italy.  In  1904  a  similar  institution 
was  created  for  the  province  of  Basilicata,  the  State 
advancing  the  requisite  funds,  2,000,000  lire,  by  loan 
running  for  sixty  years,  free  of  interest  during  the  first 
decade,  after  that  at  2  per  cent,  for  five  years  more. 
In  addition  the  new  institution  was  endowed  with  the 
Crown  and  other  public  lands  situated  in  its  province 
and  with  all  the  rights  pertaining  to  the  Crown  in  respect 
of  any  land  recovered  from  rivers  by  means  of  embank- 
ments, on  condition  that  such  land  should  be  handed 
over  to  properly  qualified  land  settlement  societies  for 
cultivation.  Similar  provision  was  made  in  1906  for 
credit  in  Sicily,  the  newly -formed  bank  there  being  en- 
dowed with  3,000,000  lire  taken  from  the  Banco  di 
Sicilia,  and  another  2,000,000  lire  from  the  Bank  of 
Palermo.*  In  the  same  year  the  earthquake  in  Calabria 
prompted  a  similar  provision  of  credit  for  that  province, 
by    means   of   a    three-headed    institution    having   quasi- 

'■^'  This  arrangement  has  quite  recently  been  modified  by  fresh 
legislation  in  the  sense  of  greater  centralisation.  The  last  completed 
financial  year  showed  a  deficiency  of  33.500  lire.  It  appears  that 
about  1,500,000  lire  was  employed  in  advances,  and  that  125  dis- 
tributive agencies  of  the  kind  projected  had  been  formed.  The 
general  position  of  affairs  was  not  considered  satisfactory.  Accordingly 
a  fund  of  3,809,467  lire,  originally  appropriated,  likewise  in  1906,  to  a 
number  of  "  provincial  agricultural  banks,"  has  been  embodied  in  the 
capital  at  the  command  of  the  Banco  di  Sicilia,  which,  so  it  appears  to 
be  held,  will  be  able  to  deal  it  out  to  belter  advantage  through  its 
very  numerous  local  agencies  in  the  island. 
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independent  headquarters  at  Cosenza,  Catanzaro,  and 
Reggio .  A  special  fund  was  created  for  its  endowment, 
to  be  recovered  out  of  an  addition  to  income  tax  payable 
m  respect  of  estates  yielding  more  than  6,000  lire  annual 
revenue.  This  institution  is  authorised  to  issue 
30,000,000  lire  in  debentures.  It  was  Sardinia's  turn 
next.  Three  million  lire  were  made  available  for  its 
benefit  free  of  interest.  In  the  last  place,  last  January 
a  law,  long  debated  upon,  was  passed,  providing  "  agri- 
cultural credit  "  for  the  Marches  and  Umbria  out  of  a 
fund  of  700,000  lire,  to  which  the  State  is  to  contri- 
bute 200,000  lire,  and  the  Savings  Banks  of  Milan  and 
Bologna  the  rest.  Agriculturisits  complain  that  hous- 
mg  is  in  this  case  to  receive  more  money  than  agri- 
culture. 

The  money  provided  by  the  means  described  was  not 
to  be  dealt  out  directly  to  the  intended  ultimate  benefi- 
ciaries. They  were  first  to  be  made  to  organise  them- 
selves in  more  or  less  co-operative  societies,  which  were 
to  act  as  intermediaries,  in  order  that  there  might  be 
greater  security  and  better  supervision.  As  a  matter  of 
course  the  borrowing  powers  were  carefully  hedged  in 
by  means  of  mechanical  rules .  A  loan  for  labour,  seeds, 
fertilisers  and  the  like  must  not  exceed  1,000  lire,  nor 
be  granted  for  more  than  a  twelvemonth  ;  'a  loan  for  live 
stock  must  not  exceed  2,000  lire,  a  loan  for  implements 
or  machinery  not  3,000  lire.  Both  must  be  repaid  within 
three  years.  And  so  on.  Beyond  this  certain  rights 
of  priority  of  claim  were  reserved  to  the  lending  insti- 
tution, as  under  a  previous  very  hampering  law  of  1887. 
The  intermediate  bodies— co-operative  associations,  as 
It  was  intended— were  to  fulfil  the  duty  of  educating  their 
members,  training  them  to  thrift,  and  carrying  on  an 
active  propaganda  for  Co-operation.  Great  hopes  were 
entertained,  more  particularly  with  regard  to  the  stimu- 
lating effect  thus  to  be  brought  to  bear  upon  thrift. 

p  2 
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None  of  all  these  results  have  thus  far  been  attained. 
People  will  not  combine.  Neither  will  they  save.  They 
will  not,  in  fact,  accept  any  responsibility.  Since  the 
public  institutions  are  good  enough  to  press  their  money 
upon  them  they  will  oblige  them  by  taking  some  of  it. 
But  as  a  matter  of  fact  not  a  little  of  this  money  goes 
a-begging.  The  Banco  di  N  a  poll  has  more  than 
20,000.000  lire  lying  ready  to  be  dealt  out  in  advances 
of  this  kind.  But  only  a  small  part  has  been  claimed. 
In  the  disappointment  so  created  the  contadino  imprepa- 
rato,  as  he  has  been  called,  stands  for  a  great  deal.  He 
does  not  understand  the  thing,  and  there  is  no  one  to 
teach  him.  Of  the  intermediate  bodies  fortned  not  a 
few  have  been  discovered  to  be  altogether  unsuited  for 
the  work  for  which  they  are  intended.  Their  missione 
educatrice,  so  it  is  complained,  has  proved  badly  carried 
out  and  barren.  The  mechanical  rules  have  turned  out 
hindering  and  inadequate.  The  majority  of  advances 
claimed  are  made  under  the  protection  of  the  priority 
provisions  resembling  our  old  laws  of  distress  and  hypo- 
thec. Even  so  they  will  not  work.  And  when  fresh 
legislation  was  under  discussion  some  time  ago  in  Par- 
liament a  suggestion  was  openly  put  forward  that  for 
recovery  recourse  should  be  had  to  the  criminal  law. 
Besides,  if  the  legislative  provisions  do  little  to  assist 
the  bond  fide  borrower,  they  open  the  door  pretty  freely, 
so  the  T riband*  has  pointed  out,  to  very  easy  fraud. 
Patience  is  said  to  work  "experience."  Here  is  "ex- 
perience "  very  gratuitously  worked  by  impatience.  But 
it  is  not  of  a  satisfactory  nature .  The  experiment  affords 
fresh  proof  of  the  old^  well-known^  hackneyed  truth,  that 
Co-operation,  to  be  worth  anything,  must  be  organised, 
willingly  and  knowingly,  by  the  co-operators  them- 
selves ;  that  it  cannot  be  created  for  them  by  anyone  else. 

Whether  better  results  will  be  obtained  from  the  pro- 
*   'J'tibufia,  25th  January,  1908. 
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posed  new  incursion  of  State  and  State-regulated  assist- 
ance into  the  domain  of  commercial  economics,  to  be 
developed  by  means  of  co-operative  organisation,  that 
is,  the  State-endowed  Bank  for  the  promotion  of  the  ex- 
portation of  agricultural  produce  and  the  State-endowed 
Bank  for  the  support  of  "  Labour  " — which  the  renewed 
advent  of  M.  Luzzatti  to  office  appears  to  place  within 
the  reach  of  early  realisation — remains  to  be  seen. 
Auspicia  dub  la. 

We  ought  now  to  be  able  to  judge  what  benefit  State  what  is  ihe 
aid  in  general  brings  to  co-operative  credit,  and  to  weigh  L^'y^i^^i  ? 
its  advantages  against  its  drawbacks. 

To  take  propaganda  first  —  no  doubt  a  Government 
may,  by  exerting  its  authority  or  temptingly  chinking 
its  gold  in  the  ears  of  necessitous  people,  bring  about 
the  formation  of  a  large  number  of  credit  societies .  Now, 
unquestionably,  the  formation  of  a  considerable  number 
of  societies  must  appear  in  itself  a  desirable  object. 
However,  there  is  an  object  even  more  desirable  still, 
and  that  is  that  the  societies  formed  should  be  sound 
societies,  and  qualified  to  stand  by  their  own  strength 
and  endure.  Government  propaganda  does  not  provide 
for  this,  because  it  cannot  discriminate,  because  it  does 
not  leave  it  to  the  judgment  of  the  members  themselves 
forming  the  society — who  are  the  only  competent  judges 
— whether  they  want  a  society  and  whether  they  will  do 
their  best  to  support  it  ;  because  it  simply  urges  Tom, 
Dick,  and  Harry  to  combine,  in  order  that  there  may  be 
banks.  The  Government  and  its  officers  have  no  means 
of  discriminating,  no  means  of  probing  the  convic- 
tions and  intentions  of  the  people  whom  they  urge  to 
form  a  society.  In  France  we  shall  see  that  those  people 
will  not  form  ;  or  that,  when  they  form,  they  will  not 
burden  themselves  with  any  responsibility,  which  re- 
sponsibility is  the  soul  of  co-operation.  In  Italy  like- 
wise people  hang  back,  and  allow  the  money  voted  for 
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them  to  go  a-begging.     You  cannot — even  the  wisest 
German  bureaucrat  cannot — determine  for  another  man 
whether  he  wants  a  credit  society,   nor  make  him  put 
his  shoulder  to  the  wheel  to  make  such  society  answer. 
But  if  he  does  not,  and  if  he  does  not  want  the  bank, 
his  society  is  more  likely  to  do  harm  than  good.    There 
had  better  in  that  case — our  British  would-be  organisers 
would  do  well  to  remember  this — be  no  society  at  all. 
Why  will  these  all -wise  Governments  so  needlessly  over- 
shoot the  mark  ?    There  truly  is  so  much  that  they  might 
do  for  co-operative  credit   in  a  thoroughly  legitimate 
way  !     They  might  remove  hindrances,  they  might  pass 
appropriate  and  amend  inappropriate  laws  ;    they  might 
do  any  amount  of  good  in  the  way  of  instruction  in  co- 
operation in  schools  and  in  special  classes.   And  no  one 
would  grudge  a  penny  that  they  might  choose  to  spend 
in  such  ways.   Instead  of  this  they  put  the  cart  before  the 
horse — urge  people  to  form  societies  without  taking  care 
that  they  know  what  forming  a  society  means. 

To  go  on  to  the  next  point,  that  is,  to  assistance  with 
money — the  essence  of  co-operation,   its  absolute  sine 
qua     non,     is     self-reliance.       A     co-operative     credit 
society    is    not    to    be    simply    a    station    for    the    dis- 
tribution of  enduring  or  els2  ephemeral  public  largess. 
It  is  to  be  a  body  rooted  in  the  soil,  possessing  suffi- 
cient stamina  to  endure,  grow,  and,  as  Mr.  Gladstone 
called  it,  "  make  men."     The  same  clear-sighted  states- 
man   insisted,  when  our    Industrial    and    Provident    So- 
cieties Act   was  before   Parliament   as  a  Bill,  that,    in 
consideration    of    the    particular    object    in    view,    the 
Government  might  well  remit  taxation    in  favour  of  co- 
operative societies,  but  that  it  should  not  on  any  con- 
sideration support  them  with  gifts  of  money.    However, 
foreign  Governments  open  the  taxpayers    purse  freely, 
and  thereby  positively  train  their  supposed  protdgds  away 
from  self-reliance  !     State  aid  so  applied  does  grievous 
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mischief,  in  the  first  place,  because  it  teaches  so-called 
co-operators  to  look  to  the  supply  of  money  rather  than 
to  the  creation  of  security,  which  is,  once  more,  and  in  a 
far  more  dangerous  sense,  to  put  the  cart  before  the 
horse.  For  security  will  at  all  times  command  money. 
In  looking  for  such  supply  of  money,  in  the  next  place, 
State  aid  thus  falsely  applied  teaches  people  to  rely  upon 
others  and  not  upon  themselves .  Under  the  sway  of  such 
false  principle  they  cannot  be  expected  to  want  to  make 
an  effort.  We  see  thie  result  everywhere.  In  France  they 
will  not  undertake  any  liability.  In  Italy  they  even  refuse 
to  form  societies.  In  Germany  members  will  not  either 
raise  share  capital  or  collect  deposits,  so  long  as  State 
aid  lasts.  They  go  on  piling  liability  upon  liability  till 
the  foundation  almost  gives  way.  And  can  you  make 
sure  that,  under  such  circumstances,  they  will  repay  what 
they  borrow  ?  In  India  State -aiders  openly  talk  of  the 
necessity  of  summary  powers  of  collection  by  the  tax- 
gatherer.  There  is  at  any  rate  no  motive  for  members  to 
work  oft'  any  liability  incurred,  as  there  is  in  a  society 
which  has  to  take  care  of  itself,  since  it  naturally  wishes 
to  make  itself  free  of  debt.  To  a  State-aided  society 
debt  becomes  a  natural  condition  of  existence,  to  the 
burden  of  which,  like  the  Indian  rajdt  pledged  to  his 
m^ahajan  for  generations  to  come,  he  grows  absolutely 
callous.  Take  State  aid  away — or,  more  correctly,  pro- 
vide a  motive  for  getting  rid  of  it — as  Dr.  Heiligenstadt 
did  in  1902 — and  eft'ort  becomes  apparent  at  once  1 
Money  is  collected,  debt  is  paid  off.  Without  effort  and 
self-reliance  there  can  be  no  co-operation. 

Next,  there  is  the  most  important  question  of  manage- 
ment. Governments  try  to  provide  for  the  good  quality 
of  such  by  pressing  for  annual,  biennial,  or  triennial  in- 
spection and  scrutiny.  That  is  a  right  principle  in  itself, 
but  as  wrongly  applied  as  if  you  wanted  to  peel  apples 
with  a  carpenter's  saw.     Inspection  by  officers  of  the 
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State— except  in  respect  of  the  observance  of  legal  re- 
quirements, such  as  our  Registrar  of  Friendly  Societies 
inspects  for — is  valueless — worse  than  valueless,  because 
it  makes  people  believe  that  this  provides  a  safeguard 
when  in  truth  it  provides  none.  There  is  no  one  to 
inspect  efficiently  except  officers  of  the  union  formed 
by  the  societies  themselves,  because  nobody  else  pos- 
sesses the  requisite  knowledge  and  the  requisite  motive 
for  strictness  and  looking  for  the  thing  rather  than  the 
form.  Government  inspection  naturally  degenerates 
into  formalism  and  arbitrary  dictation. 

There  are  cases,  no  doubt,  in  which  it  might  be  held 
that  the  State  would  be  acting  rightly  in  advancing  first 
funds — where  such  are  very  difficult  to  obtain  from  other 
sources.  The  uphill  fight  to  be  gone  through  by  any 
society  may  conceivably  under  circumstances  become  an 
utter  deadlock,  though  not  in  Europe.  The  money  of 
the  State  is,  of  course,  in  its  proper  place  as  good  money 
as  the  banker's — no  better  and  no  worse.  But  that  can 
only  be,  provided  that  the  State  in  making  the  advance 
makes  it  on  precisely  the  same  businesslike  terms  that 
any  banker  would.  But  can  it?  We  see  that,  in  most 
cases — in  Europe,  at  any  rate — it  cannot.  The  fact 
is  admitted  by  the  adoption  of  those  purely  mechanical 
rules  which  are  of  necessity  resorted  to  wherever' 
the  State  takes  a  matter  in  hand.  The  rules  by 
their  very  nature  become  either  too  stringent  or  else 
too  lax — they  keep  out  too  many  or  else  admit 
too  many.  Napoleon  III.  made  his  rules  too  strict, 
and  his  money,  to  be  employed,  had  to  be  loaned 
to  the  Khedive.  Gambetta  could  not  for  the  life 
of  him  fit  his  Caisse  cenirale  into  co-operative 
organisation.  The  comptoirs  afrrico/es  and  the  comp- 
tnirs  d'escompte  measured  their  j)rocrustean  bed  wrongly 
in  other  ways.  Herr  von  Huene  let  in  too  many  bor- 
rowers, and  his  bank  was  threatened  with   ruin.     Dr. 
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Heiligenstadt  remedied  the  mistake,  and  his  proteges 

in  their  discontent  at  once  set  plotting  for  removing  their 

custom.      Credit  is  a  delicate  thing  to  handle.    It  wants 

to  be  judged  at  close  quarters,  under  a  realisation  of 

ev'ery  circumstance  affecting  it.     But  how  is  the  State 

to  apply  an  elastic  rule  properly  ?  The  rules  that  it  makes 

must  apply  indifferently  to  all,  for  that  is  every  citizen's 

right.    By  committing  credit  to  it  you  set  the  wrong 

authority  to  work.     Beyond  this,  the  State  cannot  apply 

a  fair  scale  of  interest.    "  Preferential  "  rjatcs  of  interest 

ate  sheer  nonsense  in  this  application.     The  object  of 

co-operative    credit    is    to   train   members   to   business, 

above  all  thing's  to  make  them  understand  the  proper 

value  of  money,  as  a  commodity  to  be  bought  in  the 

market,  not  as  manna    dropping    down    from    the  skies. 

"  Preferential '"  interest  will  not  teach  that.  Co-operative 

credit  in  truth  loses  all  its  value  when  it  comes  to  be 

treated  as  charity.     "  Preferential  "  interest  is  to  it,  not 

kindness,   but   downright   poison.      Government   autho-   Attempts  at 

rities  have  in  India  in  their  unwisdom  tried  to  benefit   ^"'l''^" .   ^ 

in  India. 

co-operative  banks  by  lending  them  public  money  at 
4  per  cent .,  when  the  proper  rate  would  have  been  9  per 
cent.  The  Registrar  of  the  particular  district  at  once 
very  properly  lodged  a  complaint  on  the  score  that  the 
authorities  were  upsetting  his  work.  People  declined 
to  co-operate  on  business  principles  when  they  saw 
others  treated  on  lines  of  charity.  The  people  ostensibly 
"  benefited  '-  as  a  result  only  found  themselves  deprived 
of  the  particular  benefit  that  co-operative  banks  were 
intended  to  bring  them.  In  France  the  "  preferential  " 
rates,  or  rather  no  rates,  have  made  people  fail  to  under- 
stand what  the  whole  thing  means .  In  Germany  similar 
rates  have  only  raised  false  hopes  and  eventually  led  to 
disappointment . 

Experience  in  India  has  shown  that  with  respect  to 
the  provision  of  money,  people  are  often  apt  to  cry  out  ' 
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before  they  are  hurt.  There  was  said  to  be  no  money 
in  India,  and  depositing  savings  was  alleged  to  be  a 
sheer  impossibility.  However,  although — as  I  am  glad 
to  reflect,  at  my  instance* — State  grants  were  advisedly 
kept  within  narrow  bounds,  yet  money  has  in  general 
been  forthcoming  in  such  volume  that  in  two  pro- 
vinces Registrars  pronounce  State  grants  to  be  hence- 
forth superfluous .  Wherever  money  has  to  be  provided 
from  outside,  it  is  much  better  that  it  should  come  from 
friends  of  the  movement,  whether  acting  singly  or  in 
combination  ;  only  I  would  advise  them  not  to  be  in  too 
great  a  hurry  to  dub  their  financing  institution  a  "  Cen- 
tral Bank."  "  Banking  '"  it  will  not  be  called  upon  to  do 
for  some  time  ;  and  the  failure  of  a  "  Central  Bank  "  to 
fulfil  its  mission  is  apt  to  bring  discredit  on  the  move- 
ment. Only  a  brief  time  ago  Herr  Haas  very  reason- 
ably explained  the  collapse  of  the  first  Neuwied  Central 
Bank  as  having  been  the  consequence  of  the  bank — 
which  was  good  in  itself — being  started  too  soon,  before 
conditions  were  ripe  for  it.  Private  persons  providing 
money  for  co-operative  banks  are  in  a  position  to 
look  after  their  interests .  They  can  make  their  own  con- 
tracts. They  are  in  a  position  to  discriminate  between 
cases  a  hundred  times  better  than  a  State  authority  or  a 
County  Council  committee  can.  They  can  accordingly 
introduce  that  elasticity  which  is  absolutely  necessary 
in  dealing  with  credit,  in  respect  of  which  every  case 
wants  to  be  judged  on  its  own  merits.  But  if  private 
persons  decide  to  make  advances — gifts  they  should  not 
be — they  had  better  take  care  in  the  interest  of  the  banks 
themselves  which  they  wish  to  befriend  not  to  make  their 
assistance  a  "  coal -and -blanket  club  "  charity.  That 
might  secure  them  the  goodwill — it  may  be  the  votes — 

♦  See  Lord  Curzon's  speech,  as  reported  in  .Sir  Thomas  Raleigh's 
"  Lord  Curzon  in  India,"  p.  179. 
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of  the  people  pampered,  but  it  would  infallibly  spoil  the 
bank  and  take  away  from  it  all  its  educational  value. 

Hard  facts  want  to  be  looked  in  the  face.  A  pilgrim  The  Lesson 
cannot  expect  to  obtain  his  pardon  by  walking  on  peas  °fi'^'l- 
that  have  been  boiled,  though  that  may  make  his  walking 
easier.  It  is  sometimes  a  tough  struggle  for  a  bank  to 
make  good  its  position.  That  is  not  always  abso- 
lutely indispensable.  In  many  cases  it  may  be  obviated 
without  the  bank  being  any  the  worse .  However,  early 
struggles  are  most  useful  in  teaching  the  principles  of 
banking,  and  training  men  to  business .  They  are  never 
thrown  away.  "  You  have  no  idea,"  so  Herr  Mager,  a 
public  Inspector  of  Banks,  addressed  the  last  Congress 
of  Co-operative  Trade  Societies — of  the  Union  of  which 
he  is  a  vice-president,  being  otherwise  in  favour  of  State 
aid — "  You,  none  of  you,  have  an  idea  of  the  severe 
struggles  that  the  older  co-operative  credit  societies  have 
had  to  pass  through.  But  the  result  is  that  they 
are  now  thoroughly  sound  societies,  which  know  the 
value  of  money  ;  and  we  may  make  quite  sure  that  they 
will  not  place  any  money  which  we  may  lend  them  in 
jeopardy."  Better  in  any  case  that  they  should  struggle 
and  issue  sound,  self-reliant,  thoroughly  businesslike 
than  that  they  should  grow  up  like  rank  weeds  under 
hothouse  forcing — showy  plants  that  will  not  stand  a 
frost  and  that  can  bring  no  fruit  to  perfection.  We 
see  in  Germany  how  such  hothouse  creations  topple 
over    like    ninepins    when    trials    come. 

You  cannot  make  Co-operation  a  different  thing  from 
what  it  is .  In  its  proper  place  it  is  highly  useful,  and 
when  sound  it  may  always  be  depended  upon.  But  you 
cannot  ensure  its  benefits  by  simply  giving  a  non-co- 
operative process  a  co-operative  name.  If  you  want  to 
distribute  State  charity,  call  it  by  that  name,  and  no 
one  will  be  disappointed  if  it  fails. 

One  may  be  thankful   that  the  German  societies  con- 
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cerned,  having  had  a  taste  of  what  State  aid  means,  are 
resolutely  bent  upon  getting  away  from  it,  and  one  may 
sincerely  hope  that  in  such  effort  they  may  succeed.  The 
State  has  business  of  its  own  to  look  after,  and  it  should 
confine  itself  to  that.  Co-operation  can  mean  only  one 
thing.  It  can  only  proceed  from  a  man's  self,  and  to  a 
man's  self  it  ought  accordingly  to  be  left.  The  man 
who  realises  his  responsibility  may,  like  Herr  Mager's 
older  societies,  occasionally  have  something  of  a  struggle 
to  pass  through — it  is  not  really  so  very  serious — but  he 
may  also  after  that  be  trusted  with  money  with  the  assur- 
ance that  he  will  not  employ  that  money  insecurely, 
because  he  fully  realises  that  he  himself  would  be  the 
sufferer.  That  will  make  subsequent  business  so  much 
the  easier.  And  that  is  the  condition  which  we  must 
have  fulfilled  if  we  would  practise  credit. 

Note. — While  these  sheets  are  passing  through  the  press  I  receive  the 
statistics  for  31st  December,  1908,  of  the  "  Hauptverband  deutscher 
gewerblicher  Genossenschaften,"  a  union  of  co-operative  societies 
formed  specially  for  tradesmen  and  artisans. 

This  Union  comprised  at  the  date  named  705  societies  in  all,  of 
which  number  335  were  credit  societies.  Of  304  such  societies 
furnishing  returns,  with  collectively  65,219  members,  288  were  formed 
under  limited  liability,  with  shares  ranging  from  5^.  to  ^300,  and 
involving  liability  rising  from  lo.f.  to  /400.  The  total  share  capital 
is  returned  as  12,575,464  marks,  to  which  have  to  be  added  4,477,902 
marks  of  reserve  funds.  Add  to  this  85,800,526  marks  savings 
deposits,  4,825,787  marks  balances  on  drawing  accounts,  10,647,036 
marks  balances  on  current  accounts  (cash  credits),  4,341,223  marks 
cash  at  other  banks,  and  2,372,413  marks  mortgage  loans,  and  the 
working  capital  of  the  banks  is  brought  up  to  125,040,351  marks.  The 
discounts  granted  in  1908  amounted  to  128,503,066  marks.  Of  the 
304  banks  290  declare  a  net  profit  of  1,41 5,700  marks,  and  twelve  a  loss 
of  119,096  marks.  In  addition  there  were  sixteen  Central  Banks, 
apparently  without  shares,  but  with  accepted  liability  amounting  for 
fifteen  sending  in  returns  to  13,091,000  marks.  The  turnover  of 
fifteen  Central  Banks  sending  in  returns  amounted  in  1908  to 
455,726,159  marks  (countin;^  both  sides). 


CHAPTER    X 

CO-OPERATIVE     CREDIT    IN    AUSTRIA 
AND     HUNGARY 

Austria  and  Hungary  are  distinct  countries,  peopled  Austria. 
by  different  races,  with  different  customs,  different  tradi- 
tions, different  aspirations .  However,  Nature  has  placed 
them  in  such  close  juxtaposition,  and  History  has 
brought  them  into  such  close  correlation,  that  whatever 
is  done  in  one  country  cannot  long  remain  without  direct 
effect  upon  the  other. 

I  propose,  of  course,  to  deal  with  the  two  separately, 
in  alphabetical  order. 

When  Schulze  and  Raiffeisen  began  their  propagan- 
dist work,  Austria  still  formed  part  of  that  Germany,  the 
unity  of  which — une  et  indivisible ^  it  was  to  have  been, 
as  in  France — German  patriots  of  the  time  resolutely  in- 
sisted upon.  Raiffeisen's  work  as  yet  sent  no  echoes 
across  the  Bohemian  mountains — save  that  in  Moravia 
an  isolated  offshoot,  of  the  existence  of  which  nobody 
not  directly  concerned  appears  to  have  had  any  inkling, 
was  planted  in  the  early  sixties  as  an  early  outpost.  But 
Schulze's  message  soon  procured  for  its  sender  active 
disciples  among  the  industrial  population,  more  parti- 
cularly of  the  whilom  kingdom  of  Bohemia,  that  is,  in 
Bohemia,  Moravia,  and  Silesia,  where  factories  are  busy 
and  business  is  understood.  Credit  associations  of  the 
genuine  Schulze  type  sprang  up  spontaneously,  and 
gladly  took  their  places  in  the  Union  that  Schulze  had 
meanwhile  formed  at  Weimar.  The  seven  weeks'  war 
came,  and  at  its  close  separation  as  between  Judah  and 
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Israel.  However,  the  Austrians,  under  their  leader 
Ziller,  remained  true  to  the  German  union  until  1872, 
when  on  practical  grounds  it  was  judged  advisable 
to  form  a  distinct  union  of  Austrian  societies  speaking 
the  German  tongue,  which  union  has  until  the  present 
day  continued  a  faithful  replica  of  the  German,  and 
in  constant  close  intercourse  with  its  twin  sister. 
Its  peculiar  Unfortunately   Providence,   when   it  determined   that 

Difficulties.  there  should  be  an  Austria — or  rather  a  federation  of 
countries  under  the  Hapsburg  Crown — also  decreed  that 
it  should  be  a  veritable  Babel  of  races  and  tongues  inex- 
tricably intermingled.  And  curiously  intermingled  as 
they  are,  bound  to  come  into  daily  contact  with  one 
another,  these  several  races  spurn  one  another  like  Jews 
and  Samaritans.  Whatever  good  comes  to  the  nation 
must  be  cut  up  into  so  many  fragments,  one  for  each 
race,  in  order  that  there  may  be  no  contamination. 

Such  state  of  things  is  very  naturally  reflected  in  the 
country's  co-operation.  Statistics  are  in  Austria  slow 
in  finding  their  way  into  publicity.  By  favour  of  the 
Imperial  Statistical  Office  I  am  enabled  to  quote  some 
figures  extracted  for  the  purpose  from  the  proofs  of  the 
forthcoming  volume,  which  show  that  on  ist  January, 
1905 — that  is  the  date  to  which  they  go  down — there 
were,  west  of  the  river  Leitha,  in  all,  6,977  registered 
co-operative  credit  societies — and  presumably  some  more 
unregistered.  Of  the  6,977,  3,306  were  German,  1,918 
Czech,  878  Polish,  242  Italian,  223  Ruthenian,  220 
Slovenian,  100  Roumanian,  and  90  Serbo-Croatian — not 
taking  any  notice  here  of  sundry  intermediate  shades, 
such  as  German -Polish,  Slave -Italian,  and  the  like.  That 
almost  takes  away  one's  breath.  And  it  means  a  terrible 
frittering  away  of  power,  for  none  of  the  federations 
— there  were  eleven  in  1902,  with  twenty-five  Central 
Banks — have  any  dealings  with  one  another,  even  of  a 
purely  business  character. 
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Along  with  considerable  inconvenience,  however,  this 
division  also  has  its  distinct  advantages.  It  has  brought 
about  rivalry  in  good  work,  emulation,  and  accordingly 
— at  any  rate,  among  non -Germans,  who  for  a  long  time 
suffered,  as  they  thought,  under  German  domination — 
earnestness  and  strenuousness .  But  it  has  also  proved 
an  insurmountable  hindrance  to  co-operation  on  a  large 
scale.  It  has  bred  loose  organisation,  practices  as  lax 
in  some  instances  as  they  are  bewildering  by  their 
number  and  diversity,  and  a  rather  hopeless  confusion 
of  figures. 

The  societies  are,  of  course,  all  governed  by  the  same 
law,  which  is  very  like  the  German,  but  with  this  note- 
worthy difference,  that  it  allows  limited  liability  since 
as  long  ago  as  1873,  whereas  in  Germany  (barring 
Bavaria,  where,  however,  the  power  given  in  1S70  to 
form  limited  liability  societies  was  promptly  withdrawn 
in  1873)  the  law  did  not  sanction  such  until  1889.  The 
consequence  is  that  limited  liability — which  in  this  appli- 
cation I  judge  decidely  preferable  —  is  much  more 
largely  practised  in  Austria  than  in  Germany.  In  1908 
there  were  in  Austria,  in  all,  9,316  co-operative  credit 
societies,  of  which  2,140  had  limited  and  7,115  un- 
limited liability  (sixty-one  societies  being  unreg'istered). 
Deduct  from  the  said  7,115  unlimited  liability  societies 
the  6,575  Raiffeisen  societies — which,  of  course,  have  all 
of  them  unlimited  liability — and  there  are  only  540  credit 
societies  left  with  unlimited  liability  (to  2,140  with 
limited),  the  majority  of  which  appear  to  be  Czech,  and 
to  be  met  with  in  Bohemia  and  Moravia.  Even  this 
section  of  unlimited  liability  societies  promises  to  be  con- 
siderably reduced  ;  for  the  Czechs  report  themselves 
anxious,  as  soon  as  the  law  will  permit  conversion 
without  previous  liquidation,  to  adopt  the  limited  form 
of  responsibility.  As  it  happens,  it  is  just  in  Bohemia, 
Moravia  and  Silesia  that  limited  liability  is  most  largely 
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represented  among  German  Schulze-Delitzsch  credit 
societies,  whose  number  is  recruited  from  those  terri- 
tories to  the  extent  of  two -fifths  of  the  entire  Union. 
The  above  quoted  figure  of  9,316  co-operative  credit 
societies  owes  its  magnitude  in  a  great  measure  to  the 
comparatively  recent  acclimatisation  of  the  Raififeisen 
system  and  its  somewhat  excessive  coddling  by  the  public 
authorities,  both  of  the  Empire  and  of  the  various 
"  countries."  which  has  very  naturally  led  to  a  r^pid  in- 
crease of  societies,  not  in  every  instance  accompanied 
by  a  retention  of  an  ideal  character.  The  first  Raiffeisen 
societies  in  Austria  were  formed,  to  a  great  extent,  by 
the  exertions  of  the  Diet  of  that  territory,  in  the  metro- 
politan territory  of  Lower  Austria.  The  praise  of  the 
German  Raififeisen  banks  had  been  so  loudly  and  so  per- 
sistently sung  in  the  Diet  that  the  local  Government  felt 
it  to  be  its  duty  to  send  two  experts  into  Rhineland  to 
see  what  Raiffeisen  banks  were  really  like  and  report 
upon  them.  The  experts  came  home  delighted  with  what 
they  had  seen  and  the  Diet  accordingly  forthwith  re- 
solved upon  acclimatising  this  form  of  society  in  their 
territory,  supporting  it  by  substantial  grants  of  money 
and  other  favours — to  save  "  the  infant  thrown  into  the 
raging  sea,"  as  Dr.  Ertl  has  put  it,  pleading  for  his 
Department,  "  the  dangerous  struggle  of  battling  with 
surging  waves  and  subterranean  mines  " — which,  as  it 
happens,  have  in  no  other  country  been  found  to  show 
themselves  a  danger  to  rising  co-operation.  The 
support  given  in  money  has  subsequently  turned  out  to 
have  been  altogether  superfluous,  since  the  banks  col- 
lect, easily  enough,  more  than  they  want  from  their  own 
members  in  deposits.  From  Lower  Austria  the  banks 
soon  found  their  way,  first  into  Styria,  the  Landesaus- 
schitss  of  which  had  likewise  despatched  an  officer  into 
Germany,  in  1887,  to  inquire  into  the  merits  of 
Raiffeisen   banks  ;    and   next   into    Upper  Austria,   the 
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Tyrol,  and  so  on,  so  that  at  the  present  time  there  is  not 
a  territory — not  even  the  quite  recently  acquired  whilom 
Turkish  provinces  of  Bosnia  and  Herzegovina— in  which 
there  are  not  duly  organised,  federated,  subventioned 
and  supervised  RaitTteisen  banks,  which  take  deposits, 
deal  out  loans,  and,  in  addition,  exercise,  to  the  great 
benefit  of  the  rural  population,  those  powers  which  the 
Treasury  in  1908  very  unreasonably  denied  to  us,  of 
collective  purchase  of  goods  for  resale  to  members .  Thus 
it  comes  about  that  of  the  9,316  credit  societies  regis- 
tered in  Cisleithania  in  i  908,  as  has  been  stated,  as  many 
as  6,575,  that  is  70.5  per  cent,  of  the  entire  number, 
and  92  .4  of  the  number  of  credit  societies  with  unlimited 
liability,  are  of  the  Raiffeisen  type,  leaving  only  2,741 
to  the  Schulze-Delitzsch  system.  That  is  the  difference 
in  numbers  ;  but  in  respect  of  membership,  share  capital, 
and  business  done,  the  division  follows  altogether 
different  lines.  The  Schulze-Delitzsch  societies  have, 
society  for  society,  many  more  members,  much  larger 
share  capital,  and  do  an  incomparably  larger  business. 
There  are  no  recent  statistics  on  this  point.  However, 
the  official  statistics  show  that  in  1902,  when  the 
Schulze-Delitzsch  societies  numbered  2,227  (593 
limited,  1,634  unlimited)  and  the  Raiffeisen  societies 
3,880,  the  former  possessed  1,165,394  members  to  the 
latters'  385,405,  the  average  number  per  society  being 
severally  556  and  nearly  loo  (comparing  with  613 
and  ninety-one  or  ninety-two  in  Germany;,  severally 
109.547.954  and  5,333.100  crowns*  share  capital, 
65,502,289  and  3,486,883  crowns  reserve  funds, 
1,122,264,642  and  235,446,239  crowns  deposits, 
10,477,817  and  18,282,841  crowns  other  loan  capital, 
1,099,034,985  and  86,793,247  crowns  lent  out  during 
the     year.       Such     marked     difference     must     not     be 

The  Austrian  (and  Hungarian)  crown  is  about  equnl  to   10^/.  of 
our  money. 

P.B.  n 
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set  down  to  the  prejudice  of  the  Raifteiscn  socie- 
ties, which  were  deliberately  intended  to  be  small 
parish  societies,  operating  with  only  a  very  limited 
share  capital — since  under  the  law  share  capital 
there  must  be  ;  RaitYeisen  would  rather  have  done 
without — doing  a  small  businsss.  Against  Schulze 
societies,  on  the  other  hand,  it  may,  I  think,  be 
objected  that  they  do  a  tolerably  large  business  with 
non -members.  That,  of  course,  helps  to  produce 
"  business  "  and  a  good  balance-sheet.  But  it  is  not 
co-operative,  and  indeed  opposed  to  the  object  of  the 
banks. 

There  are  no  complete  figures  to  compare  with  those 
just  quoted  of  a  more  recent  date.  However,  for  1907 
39S  Schulze-Delitzsch  societies  of  the  AUgemeiner  Ver- 
band  (the  Union  of  German  Schulze-Delitzsch  societies 
in  Austria)  report  177,378  members,  39,252,3  14  crowns 
share  capital,  17,574,930  crowns  reserve  funds, 
336,155,365  crowns  deposits,  and  525,613,329  crowns 
credits  granted,  against  which  figures  I  am  in  a  position 
to  quote  the  collective  data  for  Raiffeisen  banks  only 
for  the  year  1906,  viz.,  5,352  societies,  664,908  mem- 
bers, 9,732,367  crowns  share  capital,  8,996,909 
crowns  reserve  funds,  488,133,561  crowns  deposits, 
354,312,826  crowns  advances  made,  and  948,243,648 
crowns  total  business.  It  will  be  seen  that  in  the 
interval  of  four  years  the  Raiffeisen  societies  had  made 
considerable  headway,  more  particularly  in  the  collection 
of  deposits. 

For  the  Schulze-Delitzsch  credit  societies  of  Austria 
the  German  Union — which,  like  its  sister  union  in  Ger- 
many, calls  itself  AUgemeiner  Verband,  and  which  has 
its  headquarters  in  Vienna — may  be  regarded  as  typical. 
It  embraces,  according  to  the  figures  given  for  1908, 
4  1 4  credit  societies  (there  are  309  co-operative  societies 
of  other  forms),  as  many  as   253  limited  liability  and 
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only    161    unlimited  liability  societies.     Of  these,  once 
more,  398  report,  in  round  tigures,  525,000,000  cr<owns 
of    credit    granted    in    the    year,    366,000,000    crowns 
remaining  outstanding.      Their   total  working  funds   are 
given  as  460,000,000  crowns,  of  which  amount  87.63 
per  cent,  stand  for  loan  capital.    The  profits  netted  are 
returned   as    3,600,000    crowns  ;     the   losses    sustained 
as  3,000,000  crowns,  which  is   17  crowns  per  member 
(considerably    more    than    in    Germany),    on    26,600,000 
crowns  gross  profits.     There  is  a  great  deal  of  good, 
sound   Schulze-Dclitzsch   banking   in   Austria,   and   the 
non -German  races  are  certainly  not  wanting  in  energy 
in  practising  it.     But  among  some  of  the  latter  races 
there  is  also   not  a  little  hybrid,   relaxed,  nondescript 
practice,  which,  among  the  Poles— or  rather  the  Jews 
—of  Galicia  is  understood  to  amount  to  absolute  usury. 
The  Schulze-Delitzsch  societies  are  in  the  main  so 
much  of  a  piece  with  those  of  Germany  that  really  not 
much  more  need  be  said  about  them.      So  far  as  the 
number  of  the  societies  goes,  their  main  strength  lies  in 
the  Slav  and  semi-Slav  territories  of  Galicia    (727  so- 
cieties in   1902;,  Bohemia   (544),  and  Moravia    (413). 
No  other  territory  comes  near  that .  Even  Lower  Austria, 
the  metropolitan  territory,  numbered  in  1902  only   179 
societies.      One  rather  noteworthy  ditiference,  as  com- 
pared with  the   German  societies,  appears  to   call   for 
notice,  namely,  that  the  Austrian  societies  are  far  more 
conciliatory  towards  their  supposed  competitors  of  the 
Raiffeisen    school— so    much   so   that    the    Allgemeiner 
Verband    has     actually     admitted     several      Raiffeisen 
societies  into  its  Union. 

Next,  it  appears — though  I  have  no  statistics  of  occu- 
pations to  quote  from — that  the  agricultural  element  is 
rather  more  strongly  represented  in  the  Austrian 
societies  than  in  the  German,  which  is  probably  to  be 
accounted  for  by  the  fact   that  Austrian  agriculturists 

Q  2 
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realised  the  necessity  of  credit  before  the  Raiffeisen  so- 
cieties came  into  the  field,  when  there  were  only  Schulze- 
Delitzsch  societies  to  go  to.  A  fair  amount  of  credit 
was  indeed  at  the  time  provided  in  some  districts — more 
particularly  in  Bohemia,  Moravia,  and  Silesia— by  public 
institutions.  On  the  other  hand,  oddly,  the  Raiffeisen 
societies,  which  were  intended  for  rural  communities 
only.  ha\e  in  the  territories  just  named  gained  a  con- 
siderable footing  among  industrial  populations,  where, 
all  things  considered,  they  appear  to  be  working  fairly 
well.  This  is  mainly  among  Czechs.  Otherwise  it  may 
in  general  be  said  that  Schulze-Delitzsch  co-operation  is 
practised  most  in  the  wealthj'and  industrially  busy  parts 
of  the  Empire,  whereas  Raiffeisen  co-operation  has  fas- 
tened by  preference — at  any  rate,  at  the  outset,  until 
pressed  upon  people  by  Government  influence — upon  the 
poorer  and  more  sparsely  peopled  districts.  Somehow, 
although  perfectly  neutral  in  design.  Schulze-Delitzsch 
co-operation  appears  to  generate  Liberal  opinions, 
whereas  Raiffeisen  co-operation  pays  due  homage  to  the 
powers  that  be,  whether  of  Government  or  of  the  "  big 
house."  or  else  of  the  Church — which  is,  of  course,  one 
reason  why  it  is  so  much  officially  favoured. 

The  prevalence  of  limited  liability  among  the  Schulze- 
Delitzsch  societies  in  Austria  favours  observation  as  to 
the  differences  which  in  course  of  time  have  become 
apparent  as  between  the  two  kinds  of  liability.  In  con- 
trast with  what  has  been  noticed  in  Germany,  in  Austria 
limited  liability  appears  in  general  to  make  for  large 
share  capital.  Thus  in  1908  237  of  the  registered 
limited  liability  societies,  numbering  1 13,269  members, 
had  29,707,658  crowns  share  capital,  to  only  9,544,656 
crowns  held  by  161  unlimited  liability  societies  with 
64.109  members,  which  means  in  the  first  case  262 
crowns  per  member,  and  in  the  second  not  quite  149 
crowns.     That  is  all  as  it  should  be.     For  the  securitv 
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of  the  bank's  "  capital  of  guarantee  " — being  (consider- 
ably )  less,  the  defect  has  necessarily  to  be  made  up  for 
by  a  heavier  liability.  However,  under  the  head  of 
reserves  the  161  unlimited  liability  societies  show 
9,711,525  crowns  to  only  8,014.555  crowns  of  the 
237  limited  ;  and  under  the  head  of  deposits 
187,214,220  crowns  to  only  148,941,145  crowns. 
This  is,  once  more,  perfectly  natural.  For  mem- 
bers bound  in  unlimited  liability  are  everywhere 
found  reasonably  anxious  to  ward  off  danger  by 
interposing  a  solid  wall  of  reserve  ;  and,  on  the  other 
hand,  the  security  offered  by  unlimited  liability  societies 
attracts  larger  deposits.  This  tells  in  two  ways.  We  find 
the  unlimited  liability  societies,  which  are  largely  trusted 
by  the  public,  contracting  debts  up  to  nearly  twelve 
times  (the  precise  proportion  is  11.8)  the  amount  of 
their  own  capital  (shares  and  reserve  funds),  whereas 
limited  liability  societies  keep  to  the  safe  proportion  of 
one  capital  of  their  own  and  six  borrowed.  But  when  it 
comes  to  business  done,  the  limited  liability  societies 
appear  once  more  greatly  in  advance.  They  show  (237 
banks)  384,826,107  crowns  business  done,  at  the  rate 
of  3' 39 7  crowns  per  member,  to  only  140,777,322 
crowns — that  is,  at  the  rate  of  2,196  crowns  per  member 
— done  by  the  161  unlimited.  There  are  several  explana- 
tions of  this,  which  ought  to  make  one  cautious  in  draw- 
ing a  definite  conclusion  from  the  figures  given.  In  the 
first  place,  it  is  likely  that  the  limited  liability  societies, 
which  rely  to  the  extent  of  more  than  63  per  cent,  of 
their  business  on  personal  security,  do  a  larger  amount  of 
business  with  non-members  ;  in  the  second,  the  business 
of  the  Vienna  societies,  which  bulks  very  large  among 
the  limited  liability  banks,  is  known  to  be  to  a  consider- 
able extent  made  up  of  advances  on  book  debts,  which 
are  in  Germany  considered  rather  inconvenient  security. 
Otherwise   the   credit   given   on   personal   security   tells 
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decidedly  in  favour  of  limited  liability  societies,  seeing  to 
what  questionably  large  proportions— 6 1  per  cent,  of  all 
advances— mortgage  credit  has  grown  among  unlimited 
liability  societies  -in  utter  disregard  of  Lord  Sydenham's 
well-known  rule. 

The  Austrian  All^ptneiner  Vcr hand  -the  German 
Schulze-Delitzsch  Union— is  organised  precisely  like  the 
German,  but  it  has  only  seven  sub -unions,  only  four  of 
which  are  composed  of  credit  associations.  Within  the 
Union  the  two  forms  of  Co-operation,  credit  and  dis- 
tribution, are  kept  distinct.  For  balancing  and  redis- 
counting  purposes  the  AUgemeiner  Verband  has,  since 
1897,  a  working  arrangement  with  a  business  bank  at 
\ienna,  which  does  such  business  for  it.  Under  this 
arrangement  the  AUgemeiner  Verband  nominates  two 
members  to  the  Board  of  the  bank  referred  to.  With 
the  help  of  such  an  institution  to  fall  back  upon,  the 
societies  of  the  AUgemeiner  Verband  have  been  able  to 
maintain  much  the  same  rate  of  interest  as  their  German 
sister  banks,  namely,  3|  to  4  per  cent,  for  deposits,  and 
4  to  6  per  cent,  for  advances.  Only  in  the  Bukovina, 
where  money  is  scarce,  has  the  rate  for  deposits  been 
kept  up  at  6  to  7  per  cent .,  and  that  for  loans  at  i  o  to 
I  2  per  cent . 

The  non -German  societies  show,  as  has  been 
observed,  in  some  cases  most  laudable  activity  and  sound 
organisation.  This  applies  more  particularly  to  the 
Czech  societies  of  the  three  territories  already  named. 
Some  of  the  other  races  are  not  equally  particular 
in  the  matter  of  sound  practice.  Great  liberties  are 
here  and  there  taken  with  the  system,  and  the 
consequences  are,  besides  a  further  addition  to 
the  confusion  which  is  already  great,  questionable 
business  and  unsatisfactory  results.  Apart  from 
the  Czech  societies,  which  have  their  home  in  the 
whilom  kingdom  of  "  the  holy  crown  of  St .  Wenceslaus  " 
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— the  hero  of  our  Christmas  carol — a  word  of  praise 
seems  due  to  the  Slovenian,  whose  district  extends  over 
Styria,  Carniola,  Carinthia,  and  the  Coast  country.  The 
worst  banking  of  this  sort  is  probably  to  be  met  with 
in  Galicia,  where  co-operative  banks  are  understood  to 
be  not  unfrequently  abused  for  purposes  of  usury.  The 
very  large  sum  of  credits  raised  in  1902  by  638  out  of 
the  727  Galician  credit  societies,  namely,  269,539,649 
crowns  (being  more  than  one -fourth  of  the  entire 
amount  of  credits  raised  by  2,082  reporting  societies, 
and  that,  not  in  an  industrial,  but  in  an  agricultural 
country),  and  the  high  rates  of  interest  returned  for 
Galicia,  viz.,  nothing  under  5f  per  cent,  and  not  a  little 
at  7-2  per  cent.,  seem  to  lend  colour  to  this  supposition. 
Among  German  societies  the  rate  of  interest  fluctuates 
between  4^  and  5^  per  cent.,  and  there  is  nothing  above 
5^  per  cent.  Among  Czech  societies  the  rate  is  mainly 
5  per  cent.,  fluctuating  between  4^  and  5^  per  cent. 
The  Galician  societies,  as  a  rule,  occupy  large  dis- 
tricts, extending  over  80  to  120  parishes.  And, 
generally  speaking,  the  desire  to  do  much  business  is 
written  large  upon  all  their  doings.  So  is  also  Jewish 
management  of  the  societies.  Jews  number  full 
II  per  cent,  of  the  population  of  Galicia.  That  is  a 
good  deal .  But  it  does  not  nearly  account  for  the  large 
preponderance  of  Jews  (50  per  cent.)  on  the  managing 
bodies.  However,  business  is  among  Poles  as  a  rule 
gladly  left  to  Jews  ;  and  the  presence  of  so  many  Ruthe- 
nians,  who  are  in  the  main  poor  and  oppressively  kept 
down,  does  not  improve  the  situation.  Of  the  701  credit 
societies  existing  in  1905  as  many  as  434  were  reported 
to  be,  if  not  altogether  composed  of  Jews,  at  any  rate, 
under  Jewish  management  committees .  Indeed  there  has 
been  a  purely  Jewish  union  formed,  and  another  mainly 
Jewish.  It  is  an  old  trick  of  usurers,  which  has  been 
practised  in  Germany  and  in  Italy  as  well  as  in  Austrian 
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Poland,  to  become  members  of  co-operative  banks  in 
order  to  borrow  money  cheaply  for  the  purpose  of  lend- 
ing it  out,  outside  the  society,  at  high  interest.  One 
difficulty  about  reporting  on  these  non-German  societies 
is  that  in  some  of  their  unions  the  two  forms  of  credit 
are  advisedly  combined  ;  there  are  both  Schulze-De- 
litzsch  and  Raiffeisen  societies  in  the  same  union.  An- 
other difficulty  is  the  number  of  quite  irregularly  formed 
societies  existing.  And  a  third  is  that  there  are  unions 
and  unions,  employing  the  same  language  and  working 
in  the  same  district,  but  advisedly  in  separation  from 
one  another.  Under  such  circumstances  it  is  not  easy 
to  obtain  correct  statistics,  such  as  are  not  given,  classi- 
fied according  to  races,  in  the  official  publications.  But 
it  will  give  some  idea  of  the  bulk  of  business  done,  if  I 
state  that  in  Bohemia,  Moravia,  and  Silesia — there  is  one 
union  for  the  three  countries — there  were  in  i  906  668 
Czechish  Schulze-Delitzsch  societies,  with  a  membership 
of  359,658  in  I  905,  probably  more  in  1906.  Some  of 
these  societies  have  pawn  departments  attached  to  them. 
The  collective  share  capital  stood  at  20,85  1,166  crowns, 
the  average  share  being  about  30  crowns.  The  reserve 
funds  stood  at  43,000,000  crowns  .  Of  the  668  societies 
624  returned  the  deposits  received  during  the  year 
(1905  )  at  208.969,181  crowns,  the  balance  remaining 
at  the  end  of  the  year  at  582,316,820  crowns.  The 
amount  of  advances  made  in  the  year  was  374,661,800 
crowns.  Of  this  sum  nearly  60  per  cent,  was  lent  on 
mortgage,  which  is  of  course  not  good,  but  probably 
excusable  in  view  of  the  "  good  lying  "  character  of 
the  deposits  and  the  pronounced  racial  patriotism  pecu- 
liar to  this  union. 
Army  and  One  peculiar  institution  which  is  much  developed  in 

Civil  Scivicc     Austria    is   credit   banks   for   officers    of   the  army   and 

Credit 

Societies.  navy  and  civil  servants,  of  which  there  were  seventy-five 

registered  in  1902.    No  sj)ecial  mention  that  one  could 
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detach  from  other  figures  is  made  of  their  share  capital 
or  business  ;  but  they  are  understood  to  give  satisfac- 
tion to  their  members. 

Austria  has — the  same  as  Hungary,  and  under  very  Raifteisen 
similar  circumstances — taken  most  kindly  to  the  Raif- 
feisen  system  ;  but,  once  more  like  Hungary,  only  in  a 
relaxed,  in  some  instances  really  deteriorated  form.  The 
Raiffeisenism  to  be  met  with  there  is  not  the  self- 
reliant,  sturdy  Raiffeisenism  of  Neuwied  or  Transyl- 
vania, but  in  the  main  a  pampered,  Government -pro- 
tected. Government -subsidised  form,  with  relaxed  rules. 
The  dominant  note  in  it  is  State  patronage.  One  is  glad 
to  see  Raiffeisen  credit  established  anywhere  where  it  is 
needed .  And  it  must  be  owned  that  there  is  in  places  a 
kind  of  justification  for  State  initiative.  Thus  in  Galicia  Siate  Forcing. 
— usury-ridden,  Shylock-infested  Galicia — Raiffeisenism 
would  absolutely  not  take  root  until,  in  i  899,  a  "  Patron- 
age Department  "  was  created  by  the  local  Government, 
endowed  with  2,000,000  crowns  of  State  money,  for  the 
Durpose  of  financing  Raifteisen  banks.  After  that  the 
societies  multiplied  rapidly,  so  as  to  attain  by  the  close 
of  1907  the  respectable  number  of  668  with  134,902 
members,  1,131,275  crowns  of  share  capital,  904,451 
crowns  of  reserve  funds,  25,542,378  crowns  of  deposits 
in  hand,  and  25,201,712  crowns  of  advances  outstand- 
ing. That  is  apart  from  some  few  independent  Raif- 
feisen societies  which  have  not  subjected  themselves  to 
the  Patronatsbureau .  Official  supervision  had  caused  the 
societies  to  be  pretty  evenly  distributed  over  the  whole 
of  the  territory,  and  Government  financing,  being  pro- 
bably accepted  practically  as  implying  Government  guar- 
antee, had  attracted  much  deposit  money.  But  of  course 
under  such  influence  the  banks  fail  to  exhibit  the  prin- 
ciple and  backbone  of  true  Raifteisen  societies.  This 
is  apparent,  among  other  things,  from  the  fact  that  close 
upon  58  per  cent,  of  their  advances  have  been  claimed 
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and  given  for  more  or  less  permanent  employment,  which 
Raiffeisen  principles  do  not  really  favour  to  that  extent, 
such  as  the  purchase  of  land. 
State  Aid  in  In  Other  territories  there  is  much  less  excuse  for  the 

Money.  State -coddling  practised,  and  more  particularly  for  the 

advances  on  preferential  terms  (as  a  rule  4,000  crowns  at 
3  per  cent,  for  three  years)  and  the  free  grant  for  for- 
mation expenses  (500  crowns  per  society)  allowed  by 
local  Diets  as  an  encouragement.  For  the  Austrian 
Raiffeisen  societies  are  in  the  happy  position,  as  the 
figures  above  quoted  show,  of  having  attracted  more  cash 
in  deposit  money  than  they  require  for  loans  ;  accord- 
ingly they  might  have  raised  all  the  money  which  they 
wanted  for  themselves.  However,  it  has  become  an 
official  tradition  in  Austria  that  Raiffeisen  banks  are 
wanted,  and  that  the  authorities  cannot  do  too  much 
to  promote  and  favour  them,  since  the  existence  of  Raif- 
feisen banks  is  taken  as  a  proof  of  rural  well-being — 
which  is  much  like  applying  rouge  to  a  man's  cheeks 
in  order  to  giv'e  him  an  appearance  of  health.  Accord- 
ingly executive  officers  are  understood  to  have  stimu- 
lated the  creation  of  Raiffeisen  banks  as  a  step  to  pro- 
motion. However,  not  a  few  of  the  banks  so  created 
are  known  to  be  simply  "  Potemkin  villages."  The 
money  lightly  raised  is  lightly  dealt  out.  And  there  is 
a  reverse  side  to  the  medal.  Professor  Thiess,  at  the 
time  of  the  Haas  Union,  has  written  that  co-operators 
in  Germany  would  scarcely  be  able  to  trust  their  senses 
were  their  own  authorities — who  in  all  conscience  do 
quite  enough  in  the  way  of  spoon-feeding  and  superin- 
tending— to  presume  to  apply  the  same  amount  of  inter- 
ference as  do  the  Austrian.  The  Government,  or  else 
the  Diet,  has  a  hand  in  everything.  It  forms  and  endows 
(■entral  Banks — and  directs  them.  It  draws  up  the  bank 
rules.  It  makes  the  Raiffeisen  banks — the  Schulze-De- 
litzsch  societies  have  in  this  respect  preserved  their  free- 
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dom — come  to  them  for  the  biennial  inspection  which 
the  law  of  1903  (being  copied  from  the  German) 
makes  obligatory.  It  is  all  leading-strings,  which  is 
bound  to  keep  its  victims  leading-string  infants  without 
permitting  them  to  acquire  the  qualities  of  manhood, 
however  portly  they  may  become.  Not  in  any  country, 
so  Dr.  Ertl,  of  the  Austrian  Agricultural  Ministry,  has 
reported  to  the  International  Co-operative  Alliance,  has 
so  much  been  done  for  Co-operation  by  the  State  as 
in  Austria.  Yes,  but  the  coddling  has  left  its  mark  upon 
the  societies.  In  respect  of  governing  provisions  the 
Austrian  Raifit'eisen  societies  are,  as  Professor  Thiess  has 
pointed  out,  copies  rather  of  the  Darmstadt  societies  than 
of  the  Neuwied.  They  are  grouped  in  independent  terri- 
torial unions,  allowed  larger  districts,  made  to  pay  divi- 
dend on  shares,  and  to  curtail  the  periods  for  loans. 
The  societies  began  with  shares  rather  larger  than  those 
usual  in  Germany,  but  have  now  generally  come  down  to 
10  or  15  crowns. 

The  ample  inflow  of  deposits  is  unquestionably  an  en-  Raiffeisen 
couraging  sign.  Probably,  as  observed.  Government  ^^^nl^s  as 
patronage  is  largely  answerable  for  this.  It  does  not.  Banks. 
however,  follow,  that  because  more  is  taken  than  is 
claimed,  further  credit  is  not  wanted.  It  is  quite  as 
likely  that  the  good  people  who  deposit  and  do  not 
borrow  are  not  yet  aware  how  much  good  they  might 
do  to  themselves  by  employing  more  money  on  their 
farms.  One  explanation  of  this  happy  development  of 
thrift  is  admitted  to  be  that  there  was  a  want  of  rural 
savings  banks.  There  are  admirable  savings  banks  in 
towns — the  one  in  Vienna  is  the  largest  in  the  world. 
But  the  country  districts  were  insufficiently  provided  with 
them.  Judged  from  this  point  of  view  the  Raiffeisen 
banks  supplied  a  real  want.  And  they  are  in  a  position 
to  allow  a  fair  rate  of  interest — ^3  to  4  per  cent .  On  the 
other  hand  Austria  is  tolerably  well  equipped  with  public 
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institutions  dealing  out  money  in  credits.  Thus  there 
are  the  Bezirksvorscliiisskassen  of  Bohemia,  the  capital 
of  which,  before  they  were  converted  into  local  credit 
banks,  with  compulsory  membership  of  the  residents  in 
the  parish,  were  ascertained  to  hold  18,000,000  crowns 
of  money.  They  were  originally  a  creation  of  Joseph  II., 
recalling  another  Joseph's  grain  stores,  similar  to  the 
Spanish  positos,  endowed  with  corn  or  money  in  view 
of  possible  years  of  dearth .  There  are  also  other  funds 
— Contribuiionsfonds,  Jubilaeumsfonds,  and  the  like  — 
all  of  them  instituted  to  be  employed  for  the  relief  of 
the  smaller  cultivators,  who  under  the  circumstances 
were  not  overbadly  looked  after  at  the  outset. 
ARairteisen  By    I  897  the  Austrian  Raififeisen  banks  had  become 

Union.  gQ  considerable  a  force  that  the  time  was  held  to  have 

arrived  for  annual  musters.  The  first  Raififeisen  Con- 
gress was  accordingly  called  to  meet  at  Vienna.  In  that 
year  also  the  agricultural  co-operators  in  the  country, 
with  the  countenance  and  direct  assistance  of  the  Govern- 
ment, ventured  upon  a  new  departure,  gathering  their 
territorial  associations  together  into  one  large  Imperial 
Union,  which,  formed  in  imitation  of  the  German  Reich- 
sverband,  then  still  known  as  the  AUgemeiner  Verband 
landwirtscliaftlicher  Genossenscliaften,  adopted  the 
latter  name  with  the  i)re(ix  of  "Austrian."  Austrian 
agriculture  has  already  derived  much  benefit  from  such 
union  of  forces,  for  which  a  capable  and  devoted  chief 
has  been  found  in  the  person  of  Baron  von  Stoerck. 
Only  one  regrets  to  see  the  help  and  interference  of  the 
State  so  very  much  in  evidence.  The  Verband,  which 
unites  within  it  all  forms  of  co-operation  applied  to 
agriculture,  of  course  also  includes  agricultural  credit, 
all  of  the  adapted  Raiffeisen  type.  In  one  respect  it  is 
more  comprehensive  than  the  Schul/e  Delitz.sch  All- 
(reineiner  VcrbancI,  inasmuch  as  it  embraces,  as  sub- 
unions,   unions  of  agri<  ultural   (o-opcrative  societies  of 
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all  races  and  languages  —  Czech,  Italian,  Slovenian, 
Roumanian  and  Ruthenian,  as  well  as  German — which 
it  found  read}'  organised  in  nineteen  local  unions.  Each 
of  these  nineteen  has  its  own  Central  Bank.  The  mem- 
bership of  the  Central  Banks  collectively  is  made  up  of 
4,151  local  credit  societies,  apart  from  ,  988  other 
co-operative  societies  entitled,  as  in  Germany,  to 
credit.  The  collective  share  capital  stood,  at  the 
close  of  1606,  at  815,746,  crowns,  the  deposits 
reached  the  respectable  sum  of  108,749,363  crowns, 
against  which  the  outstanding  credits  amounted 
to  only  47,193,114  crowns.  The  local  banks 
belonging  to  these  unions  numbered  at  the  same 
time  471,993  members  ;  their  collective  share  capital 
was  8,101,972  crowns,  their  reserve  funds  were 
7,450,383  crowns,  their  deposits  413,846,140  crowns, 
and  their  outstanding  credits  293,808,028  crowns. 
Here  is  once  more  a  notable  excess  of  deposits 
over  advances.  The  same  feature  is,  in  fact,  to 
be  met  with  all  over  "  happy  "  Austria.  It  presents 
itself  in  the  same  way  in  the  local  and  Central  Banks  of 
the  Raiffeisen  type,  which  are  not  attached  to  the  Ver- 
ba nd  of  Baron  Stoerck.  There  are  1,119  such  banks,, 
with  192,91  5  members,  1,630,395  crowns  share  capital, 
1,546,326  crowns  reserve  funds,  74,287,241  crowns 
deposits,  and  60,504,797  crowns  outstanding  advances. 
These  are  mainly  Polish,  in  Galicia  (two  unions)  ; 
Czech  in  Moravia  and  Silesia  ;  Slovenian  in  Carinthia  ; 
and  Italian  in  Trieste  and  Istria.  Most  of  these,  that  is, 
1,035  societies,  are  joined  together  in  five  unions,  each 
having  its  own  Central  Bank,  severally  at  Lemberg, 
Bruenn,  Klagenfurt,  Trieste,  and  Parenzo,  with  28,390 
crowns  share  capital,  13,291,099  crowns  deposits,  and 
only  8,691,933  crowns  outstanding  credits.  In  all, 
therefore,  Austria  had  at  the  close  of  1906,  664,908 
persons  grouped  together  in  RaitYeisen  banks,  disposing. 
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m  Central  and  local  banks  between  theni^  of  10,566,503 
crowns  of  share  capital,  with  8,996,900  crowns  reserve 
funds,  610,173,993  crowns  deposits,  and  410,198,473 
crowns  outstanding  in  advances  for  the  benefit  of  agri- 
culture. Some  of  the  items  are  sure  to  be  counted  twice 
over,  namely,  a  portion — probably  only  a  small  one — of 
the  credits,  and  probably  more  of  the  deposits,  part 
having  been  handed  over  to  Central  Banks.  But  with 
our  "  nil  "  to  pit  against  all  this,  it  is  quite  enough, 
even  so,  to  make  any  British  agriculturist's  mouth  water. 
The  only  point  calculated  to  cause  regretful  reflection 
is  that  so  much  of  all  this  is  artificially  produced,  con- 
structed as  a  lean-to  shed  rather  than  as  a  well-founda- 
tioned  house  qualified  to  stand  by  itself,  and  that  in 
consequence  of  this  there  is  so  much  laxity  of  principle 
and  interference  from  without  to  deface  it,  such  as  cannot 
fail  to  deprive  it  of  the  necessary  nerve  and  backbone, 
which  make  for  educational  efficiency  and  permanence. 
The  ancient  Romans  used  to  say — 

Rustica  gens 
Optima  flens, 
Pessima  ridens. 

Modern  Governments  take  care  to  make  their  rural 
population  smile,  knowing  that  in  exchange  for  this 
they  will  receive  a  return  in  the  shape  of  valuable  sup- 
port, strengthening  the  Executive,  but  not  in  ev^ery 
instance  benefiting  the  other  producing  interests. 
Hungary.  Notwithstanding  Dr.  Ertl's  proud— and  possibly  offi- 

cially interested — boast  on  behalf  of  his  own  Govern- 
ment as  the  most  generous  promoter  of  agricultural  co- 
operation— at  the  taxpayer's  expense — it  appears  to  me 
that  in  proportion  even  more  has  been  done  in  this  direc- 
tion in  Hungary  —  mainly,  perhaps,  by  the  territorial 
magnates,  although  the  State  has  helped  not  a  little. 
Slate  The  fact  strikes  one  at  first  glance.    For  in  Hungary 

I'atronaRe.        -   excepting,      of       course,      the     territory     of      Croato- 
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Slavonia  (which  its  inhabitants  claim  to  have  con- 
sidered as  an  independent  kingdom  ),  and  that  i  per  cent, 
of  the  total  population  which  in  Transylvania  calls  itself 
"  Saxon  " — Co-operation,  such  as  it  is,  presents  itself  as 
sharply  divided  into  two  camps  :  the  host  affiliated  to 
the  Central  Credit  Institution,  founded  by  that  genuine 
patriot  and  philanthropist,  the  late  Count  Alexander 
Karolyi,  and  the  "  independent  "  societies.  And 
although  numerically  not  much  superior  to  its  rivals,  the 
Union  created  by  Count  Karolyi,  with  much  help  from 
the  State,  by  reason  of  its  potential  wealth,  its  union 
and  ordered  organisation,  predominates  in  prestige 
and  "  holds  the  field."  The  other  camp  contains  some 
excellent,  self -relying  institutions.  The  Raiffeisen 
Union  of  Transylvania  represents  pure  Raiffeisenism  ; 
so  does  the  Croato -Slavonian  Union,  with  an  admirable 
record.  So  do,  on  a  smaller  scale,  the  two  little 
"  Servian  "  Unions  of  Zagreb  and  Ragusa.  And  some 
of  the  Schulze-Delitzsch  societies  of  the  "-  indepen- 
dent "  group  have  rendered,  proportionally  to  their 
number,  considerably  more  substantial  services  of  purely 
co-operative  work  than  Count  Karolyi's  legions.  How- 
ever, barring  the  three  Slav  and  the  Hermannstadt 
Unions  named,  there  is  on  their  side  a  want  of  unifor- 
mity and  union,  of  common  aim  and  common  action, 
which  in  itself  must  go  far  to  mar  their  work,  even  had 
not  faulty  organisation  and  practice  led  to  actual 
failures. 

Counting  for  the  nonce  Croatia  and  Slavonia,  with  Present 
681  co-operative  associations,  as  part  of  Hungary,  the  co-Tperation 
kingdom  of  "  the  Crown  of  St.  Stephen  "  numbered  in 
1904 — which  is  the  last  date  for  which  trustworthy 
statistics  are  obtainable — 4,981  co-operative  associa- 
tions, of  which  number  3,088  were  credit  societies. 
Frjom  data  to  be  picked  up  here  and  there  in  the 
last  official  Statistical  Year -Book,  of   1909,  it  appears 
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thai  there  were  at  the  date  of  its  being  written 
3,467  co-operative  credit  societies,  which  marks  a 
moderate  but  not  by  any  means  contemptible  advance 
upon  1904,  but  on  the  other  hand  nearly  a  trebling 
of  the  number  of  such  societies  within  the  preced- 
ing ten  years,  that  is,  the  ten  years  during  which 
Count  Karolyi's  Central  Institution  was  at  work.  For 
in  1898  there  were  only  1,186.  The  3,467  societies 
among  them  had  468,764,000  crowns  outstanding  in 
credits,  for  the  most  part  secured  by  simple  bond.  Of 
the  3,088  societies  returned  in  1904  more  than  half, 
that  is,  1,574,  styled  themselves  Raiffeisen  banks,  being 
affiliated  to  Count  Karolyi's  Central  Institution,  leaving 
1,314  as  "independent  "  societies. 

The  figures  having  been  stated,  let  us  now  cast  a 
hurried  glance  at  the  history  of  Hungarian  co-operative 
credit. 

History  of  Co -Operative    credit  of    a  certain  sort — really  of  the 

Hungarian  r  ■        n  •  •        •        t  i  1 

Co-operation,    friendly    society    type  —  is    in    llungary    more    or    less 

coetaneous  with  German.  There  was  a  "  Thrift  and  Help 
Society  "  for  artisans  formed  in  1851.  Others  followed 
in  1854  and  1857.  After  that  multiplication  went  on 
more  rapidly,  until  about  1870  the  country  was  invaded 
by  "  large-scale  "  manufacture,  which  oppressed  the 
hand  -working  artisan.  His  need,  under  the  circum- 
stances, of  course,  called  for  all  the  larger  assistance 
with  credit,  at  the  same  time  that  his  dwindling 
resources  rendered  such  assistance  all  the  more  diffi- 
cult. A  central  institution  created  some  years 
after  succumbed  to  want  of  support  after  a  short 
life.  At  that  point  the  State  felt  itself  called 
upon  to  intervene.  Its  assistance  with  countenance 
and  money  dates  from  1891.  In  helping  it  had 
the  wisdom,  unlike  the  Prussian  Government,  to 
favour  societies  for  distinct  callings  only  for  common 
purchase,  work,        sale,  but  for  purposes  of  credit  to  insist 
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upon  a  free  blending  of  callings,  so  as  to  supply  the 
broadest  possible  foundation.  By  1894,  thanks  to  such 
favouring,  no  fewer  than  752  credit  societies  of  this  kind 
had  been  formed— the  majority  (627)  with  limited,  only 
I  25  with  unlimited  liability.  Of  that  number  648  were 
credit  societies  and  nothing  more  ;  in  the  remainder 
various  services  were  combined.  Since  1898  such  so- 
cieties are  placed  under  the  protection  of  the  National 
Central  Credit  Institution  already  mentioned. 

All  this  was  friendly  society  co-operation.    Genuine 
co-operation,  as  we  understand  it,  confessedly  came  into 
Hungary  from  Germany.      Some  few  pioneer  societies  Independent 
of  the    Schulze-Delitzsch  type  were  formed  in  various  DeHtech 
parts  of  the  kingdom  in  the  sixties— seven,  with  4,225   Sodedes. 
members,    in    Transylvania    (among    the    "  Saxons  ")  ; 
others  in  Raab,  and  Fiinfkirchen,  and  subsequently  ir^ 
Komorn  and   Pressburg.    Those   early  societies  began 
rather  heterodoxly,  not  with  shares,  but  with  weekly  or 
monthly  payments .     That  method  of  raising  capital  has 
been  retained  to  the  present  day.      In  not  a  few  "  inde- 
pendent "     societies     the    share     capital    is    raised     in 
"  cycles  "  or  "  series,"  one  starting  each  year,  in  which 
novice  members  pay  up  gradually  what  after  four  or  six 
years'  continuance  becomes  converted  into  real  shares. 
In  this  way  the  "  independent  "  Schulze-Delitzsch  so- 
cieties have  been  built  up,   generally  speaking,  strong 
in  capital,  but  not  a  few  fated  to  come  to  grief  for  want 
of  good  management  and  owing  to  reckless  lending  and 
usury,  more  especially  during  the  financial  crisis  of  i  907  . 
Such   occurrences    necessarily    deterred   new    members. 
Not  a  few,  however,  although  discarding  the  German  tra- 
dition of  unlimited  liability,  proved  themselves  faithful 
and  useful  pupils  of  their  German  master  in  general  prac- 
tice,  if  not   in   all   points   of   detail.     A  nucleus   of  a 
union   was   formed   in    1900;    but   it   never  numbered 
more    than    fifty-one    societies  ;     and   although    it    did 
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good    work    in    forming    a    small    Central    Bank    for 
the    support    of   weak    local   banks,   by    the    issue   of   a 
co-operative  paper,  and  by  the  formation  of  a  central 
institution     which,     like     the     German     Gi  rover  band, 
enables    co-operative    banks    to    trace    and    keep    clear 
of    fraudulent    customers,    at   the    present    time    it    has 
ceased  to  exist  in  all  but  name.     A  return  relating  to 
149    societies    of   this    "independent"    type,    however, 
shows  how  useful  these  small  banks  have  been .      All  but 
gratuitous  services  by  their  officers,  and  restdctions— in 
practice— of   dividend    to   a    maximum    of    5    per  cent., 
enable  them  to  keep  down  working  expenses,  without 
thereby    prejudicing    good    management.       These    149 
societies— which    are    all    situated    in   the    metropolit^an 
county,  having  a  collective  share  capital  of  57,514,549 
crowns,  and  only    19,500,000  crowns  borrowed  money 
—lent  out  in  1903  79-489-63  5  crowns,  which  seems  to 
indicate  that  they  are  a  little  overcapitalised,  but  which 
compares  well  with  the  86,870,000  crowns  lent  out.  in 
all,  in  the    same  year,    by    1,653    societies    of    Count 
Karolyi's  "assisted"  type.    The  1,653  societies  referred 
to  possessed  at  the  time  a  collective  share  capital   of 
only  17,146,000  crowns  (not  being  intended  to  possess 
much).       In  addition  they  held   21,190,955  crowns  of 
deposits     (savings),    and    had    borrowed    as    much    as 
46,000,000  crowns  from  the  richly-endowed  National 
Central    Credit    Institution.      This  is  by  no  means  too 
much  borrowed  capital.     Indeed,  the  small  amount  of 
loan  money  entering  into  either  account  shows  to  what 
small    extent    the    Hungarian    societies    have  thus  far 
become  "banks."    They  are  rather  loan  societies.    The 
149  societies  first  referred  to,  so  it  will  be  seen,  owned 
in    1902  a  full  third  of  the  collective  share  capital  of 
2,085  societies  registered,  on  which  they  show  rather 
a   substantial  output. 

Among    Raiffeisen    societies    those    of    Transylvania 
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indisputably  deserve  the  palm  for  purity  of  principle  and  Raiffeisen 
good   practice.     They   have   advisedly  kept  themselves  Societies  of 
distinct     from    all     other     co-operative     organisations    '"'^^^"^^^^^"'^ 
Fidelity  to  Raiffeisen  principle  and  sturdy  German  race 
patriotism  have  deterred  them  from  throwing  m  their 
lot  with  societies  of  any  other  connection,  even  with  the 
societies  of  Count  Karolyi's  Union,  with  which  they  are 
otherwise   on   friendly  terms.     The   first   little   bank   of 
this  group  was  formed  in  1885.    Its  veritable  "  father  " 
as  also  the  "  father  "  of  the  whole  rapidlv  increasing 
family  of  such  banks,  is  Dr.  Karl  Wolff,  who,  as  Director 
of  the  General  Savings  Bank  of  Hermannstadt,  was  able 
to    place    funds    at    their    disposal,    which    might    be 
borrowed  without  prejudice  to  principle,  inasmuch  as  the 
entire  transaction  was  of  a  purely  business   character, 
without  the  shadow  of  suspicion  of  a  gift.     By    1886 
a  sufficient  number  of  such  banks  had  been  formed  to 
justify  the  creation  of  a  union .      By  October,  1909,  their 
number  had  increased  to  147,  scattered  over  1  40  villages 
-for   in   the   main   they    are   one -parish    societies-and 
having  11,526  members.      They  are  formed  with  share 
capital,  which  now  amounts  to  274,065  crowns,  and  with 
unlimited  liability.      By  the  date  named  their  indivisible 
reserve  funds  had  grown  to   538,170  crowns,  and  they 
had  amassed   6,446,355  crowns    of    savings    deposits 
which  is  a  good  record.      With  such  means  they  were 
enabled  to  lend  out  over  8,200,000  crowns  in  the  year 
and  net  a  clear  profit  of    117,756   crowns.     One  most 
commendable  feature  about  these  humble  institutions  is 
the  strictness  of  the  control  which  they  exercise.       The 
societies  are  inspected  from  headquarters  at  least  twice 
a  year.      So    well    trained    have    members    become   to 
account-keeping     that     in    most    of    the    societies    the 
services  of  schoolmasters  as  cashiers  and  secretaries— 
which    are   otherwise    greatly    in   request— can   be   dis- 
pensed with,  and  the  work  is  supplied  bv  simple  peasants. 
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Croatia  and  Equally   pure   Raiffeisenism  has   found    its   way    into 

Slavonia.  Croatia,   the  home  of  the  historically  most  interesting 

zadruga^  the  ancient  antimiirale  cristianitads,  whose  fate 
it  appears  to  be,  under  the  ruling  of  Providence,  to  live 
in  a  continuous  state  of  defensive  warfare,  from  the 
earliest  beginnings  of  its  existence  downwards.  For 
centuries  it  bore  the  brunt  of  the  battle  against  the  in- 
truding Turks.  And  now  its  sword  seems,  figuratively 
speaking,  never  in  its  sheath  in  its  defence  against  the 
Magyars,  whom  it  likewise  looks  upon  as  intruders  and 
oppressors.  Anything  like  blending  of  its  own  institu- 
tions with  those  of  Hungary  proper  accordingly  is  wholly 
out  of  the  question.  It  is  enough  to  have  to  tolerate  a 
Hungaro -Croatian  Parliament,  in  which  Croatia  finds 
itself  in  a  minority.  Nowhere  were  Raififeisen  banks 
more  urgently  wanted  than  in  Croatia .  Banks  of  other 
types  would  not  have  served  the  same  purpose.  And 
fortunately  there  was  a  maternally -minded  Church  to 
hold  itB  shield  protectingly  over  its  faithful  children,  at 
the  point  where  Orientalism  and  Occidentalism  meet,  and 
at  which  accordingly  children  are  of  value  to  a  church. 
The  first  "  Catholic  "  Congress  held  in  Croatia,  in  1900, 
resolved  that  there  should  be  a  Central  Bank.  It  was 
not  thought  to  be  practicable  to  begin  on  other  lines. 
That  bank  was  formed  in  1902.  Its  declared  object 
was  to  form  Raififeisen  societies  of  the  genuine  Neuwied 
type — with  small  districts,  unlimited  liability,  small 
shares  (the  mean  figure  is  js.  6d.),  no  dividend  and  an 
indivisible  reserve  fund.  Under  such  stimulation  some- 
thing like  250  or  300  local  societies  have  been  formed. 
I  have  no  later  figures  tl  an  those  for  1906,  which  show 
214  in  existence  with  33,329  members.  Of  this  Union 
only  145  societies,  with  collectively  about  20,000 
members,  are  afifiliated  to  the  Central  Bank.  The 
societies  hold  property  in  land  (353.103  acres')  repre- 
senting a  \aluc  of  £3,416,666,*  or,  including  building;? 
*  .All  these  rtgiircs  were  given  to  me  in  English  money. 


CREDIT   /.Y    AUSTRIA    AND   HUNGARY.        245 

and  live  and  dead  stock,  £4,083,333.  That  I  suppose 
to  be  a  tradition  handed  down  from  the  zaclrugas.  Their 
share  capital  stood  in  1906  at  £13,629,  with  £10,590 
reserve  funds,  and  ^'67,911  deposited  by  members  (savings). 
They  had  lent  out  to"  members  £373,094,  £359,939  of 
which  had  come  from  the  Central  Bank.  Of  the  amount 
stated  £3,1  1 1,739  w^'S  secured  by  acceptances. 

The  "Servian  "  societies  of  Croatia  likewise  practise  ".Servian' 
pretty  pure  Raiffeisenism.  The  first  of  these  was  formed  '  "^'^f'^''- 
at  Kamenica  in  1897.  At  the  close  of  1908  their 
number  stood  at  283,  with  9,082  members  (8,161  being 
genuine  peasants).  Their  collective  assets  amounted  to 
68,472,000,  and  their  liabilities  to  6,415,455  crowns. 
Of  the  members  260  had  been  ascertained  to  possess  no 
property  at  all,  4,684  property  under  5,000  crowns 
(about  £200),  and  only  87  more  than  50,000  crowns. 
Close  upon  30  per  cent,  were  illiterate.  The  loans  out- 
standing to  their  credit  at  the  close  of  1908  figured  at 
2,445,965  crowns.  Of  the  12,960  advances  made, 
2,824  were  under  50  crowns,  3,649  from  50  to  100 
crowns,  3,702  from  100  to  200,  and  only  188  above 
1,000  crowns.  Among  the  objects  for  which  advances 
had  been  asked,  purchases  of  draught  cattle  bulked 
largest  by  far  ;  next,  purchases  of  breeding  stock,  feed- 
ing-stuffs, machinery,  seeds,  in  the  order  named.  One 
hundred  and  four  of  these  societies  held  and  cultivated 
45,109  acres  of  land  in  common. 

So  much  for  the  several  outliers . 

The  main  interest  among  Hungarian  co-operative  Count 
credit  institutions,  however,  unquestionably  attaches  to  j^^yoiys 
the  societies  formed  under  the  influence  of  the  late  Count 
Karolyi's  movement,  which  culminated,  in  1898,  in  the 
formation  of  a  large  National  Central  Credit  Institution, 
for  which  a  number  of  territorial  magnates  provided  the 
bulk  of  the  money — three  millions  of  crowns  to  begin 
with — and    the    State    another    million,    purchasing    for 
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itself  thereby,  in  addition  to  the  privilege  of  minute 
supervision  in  all  things,  the  right  of  nominating  the 
Presidv^nt,  two  \'ice -Presidents  and  two  other  members 
of  the  Board  which  administers  affairs.  The  King  con- 
tributed 50,000  crowns  from  his  own  privy  purse.  The 
taking  up  of  the  shares  mentioned  must  not  be  under- 
stood as  exhausting  the  benefactions  of  the  State,  for 
the  Minister  of  Agriculture  dispenses  further  grants. 
And  the  State  has  placed  a  credit  of  some  millions  at 
the  disposal  of  the  Institution,  besides  authorising  the 
issue  of  debentures,  recognised  as  marketable  security, 
of  an  amount  equal  to  that  of  the  promissory  notes 
held,  and  providing  the  guarantee  fund  of  3,000,000 
crowns  required  as  a  security  for  such  issue,  and 
in  fine — not  to  speak  of  very  valuable  privileges 
conceded,  such  as  priority  of  claim  in  recovering 
debts,  and  recovery  by  summary  jirocess,  in  addi- 
tion to  exem,ption  from  sundry  duties  and  fees — 
free  disposal  of  the  interest  due  to  itself  in  respect 
of  its  shares  and  guarantee  capital  provided  (should  that 
prove  necessary )  for  the  benefit  of  the  Institution,  and 
in  case  of  need  public  money  to  the  extent  of  100,000 
crowns  a  year,  to  make  up  any  deficit.  These  are  valu- 
able concessions  indeed,  after  the  enumeration  of  which 
one  feels  inclined  to  ask  :  Where  does  Co-operation  dime 
in?  However,  even  beyond  this,  public  authorities  have 
been  prevailed  upon  to  deposit  substantial  sums  of  money 
with  the  Credit  Institution,  so  that  in  very  truth  that 
organisation  has  become  what  Professor  Horvath  ex- 
pressly calls  it,  "  the  great  reservoir  (das  (^rosse  Sammel- 
becken)  for  co-operative  societies,  from  which  money 
is  sent  out  into  all  parts  of  the  country  .  .  .  and  from 
which  members  of  co-operative  societies  are  enabled  to 
satisfy  their  requirements  of  credit." 

"  Ocst    lua^nijiqiic,    mais    cc    n'est    pas    de    la    co- 
operation.'" 
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There  is  no  need  to  enter  at  length  into  the  history 
of  this  Institution,  of  which  the  considerable  number  of 
local  banks  created  by  it  are  in  truth  only  parasite  excres- 
cences, drawing"  their  sustenance  from  its  sap.  Nobody 
who  has  had  the  privilege  of  knowing  the  late  Count 
Karolyi  can  be  in  the  slightest  doubt  as  to  the  absolute 
purity  and  benevolence  of  his  intentions.  He  sacrificed 
his  life  to  the  realisation  of  his  humane  idea,  and  he  had 
the  satisfaction  of  seeing  his  scheme  triumphant  in  the 
very  teeth  of  the  adverse  opinion  with  which  it  was  at 
first  greeted  both  by  the  authorities  of  the  State  and 
by  Hungarian  society.  Both  ended  by  becoming  really 
too  kind  to  the  institution  which  he  had  created,  and 
so  going  far  towards  spoiling  the  child  which  they  meant 
to  befriend. 

Count  Karolyi  began  on  a  small  scale.  His  first  Its  History, 
venture  in  centralisation  was  the  formation  of  a  central 
society  for  the  county  of  Pest  alone,  which  in  due  course 
became  absorbed  by  the  larger  body.  Avowedly,  when 
he  set  his  hand  to  the  creation  of  the  latter,  it  was  his 
intention  to  follow  the  model  of  the  Prussian  State  bank, 
which  was  formed  in  1895.  Only  he  wanted  to  go  con- 
siderably further.  He  would  not  only  fix  "  a  head  " 
upon  an  already  existent  organisation,  but  create  such 
organisation  afresh  ;  and  he  would  not  only  assist  by 
credit  but  by  every  means  that  could  be  resorted  to  by 
combined  action.  His  scheme  accordingly  proved 
rather  prophetic  of  what  was  going  to  be  done  some 
years  later  in  France,  than  imitative  of  what  had  already 
been  accomplished  in  Prussia.  His  institution  was  to 
become,  not  "  the  head  "  of  Co-operation — mainly  agri- 
cultural— but  the  very  fundament  upon  which  all  should 
rest,  the  root -stock,  sending  out  shoots  and  plantlets  in 
all  directions  and  covering  the  desert  with  a  richly  pro- 
ductive crop.  Unlike  the  Prussian  Central  Bank,  he  did 
not    by   any    means    abstain    from    interference    in    the 
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internal  affairs  of  the  local  societies,  but  on  the  contrary 
advisedly  made  his  central  institution  their  mistress 
in  respect  of  all  vital  points,  holding  them  tightly  in 
leading-strings.  Not  only  did  he  compel  them,  in  return 
for  the  patronage  and  assistance  in  money  received,  to 
advertise  the  central  institution,  making  "  member  of 
the  National  Central  Co-oi>erative  Society  "  an  integral 
part  of  their  title,  but  also  stipulated  for  the  right  of 
nominating  one  member  of  the  executive  and  one  of  the 
inspecting  and  auditing  body  of  every  society,  and  in 
conclusion  the  right  to  wind  up  the  society  of  his  own 
motion  if  it  should  be  shown  that  it  had  lost  half  its 
original  share  capital — which  is  a  contingency  not  at 
all  unlikely  to  occur.  That  goes  beyond  even  the 
interference  of  the  Ministry  of  Agriculture  in  France, 
and  makes  of  the  so-called  local  societies  mere  dis- 
tributing stations  of  the  Central  Bank.  The  result  is 
not  Co-operation,  but  action  under  orders. 
The  The    "  National     Central     Co-operative    Society    for 

•^^ National        Credit  "  so  created  cannot  be  otherwise  described  than 

Central  Credit 

S(K;iety."  as  an  institution  owned  and  directed  by  great  territorial 

magnates  in  partnership  with  the  State  and  with  the 
active  countenance  of  the  Church.  So  far  as  the  terri- 
torial magnates  are  concerned  there  is  no  suggestion  of 
unkind,  self-seeking  action  in  this.  There  can  be  little 
doubt  that  the  Hungarian  magnates  are  actuated  by  as 
purely  patriotic  motives  as  are  to  be  met  with  any- 
where. It  should  be  remembered  to  their  credit  that 
they  emancipated  their  serfs  freely,  without  compensa- 
tion. Hungary  is  a  backward  country,  and  probably 
no  other  scheme  would  have  proved  effective  at  the 
time.  The  peasantry,  who  come  mainly  into  account 
— constituting  as  they  do  nearly  70  per  cent,  of  the 
population — could  scarcely  have  organised  anything 
of  the  sort  for  themselves.  They  still  look  upon 
the    magnates    as    their    natural    leaders,    and    gladly 
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follow  and  obe)-  them  while  they  show  themselves 
kindly  disposed.  The  idea  was  that  of  a  great  magnate, 
supported  by  other  magnates  ;  the  money  provided  was 
theirs.  However,  please  God,  this  is  not  to  continue  so 
until  the  Day  of  Judgment.  The  Hungarians  pride  them- 
selves upon  having  extorted  their  own  Magna  Charta 
much  about  the  same  time  that  our  barons  extorted  ours. 
But  we  have  not  stood  still  at  Magna  Charta.  The  main 
object  of  Co-operation  is  not  to  put  a  little  money  into 
people's  pockets  for  a  limited  time,  but,  in  Mr.  Glad- 
stone's memorable  words — and  in  the  words  also  of  all 
our  British  co-operators  of  any  note — to  "  make  men," 
by  which  is  meant  men  acting  on  their  own  responsibi- 
lity. Co-operation  was  intended  to  be  an  educating 
and  emancipating  force.  There  is  no  educating,  much 
less  any  emancipating  aim  apparent  in  this  Magyar  "co- 
operation." Peasants  and  artisans  are  by  it  made  bene- 
ficiaries, but  not  full  "members."  Whoevier  says 
"  benefaction  "  thereby  implies  "  a  return."  And  such 
return  is  evidently  to  be  subservience.  That  cannot  be 
set  up  for  a  model  to  follow. 

The  formation  of  the  Central  Credit  Institution  neces- 
sitated a  special  law,  to  secure  to  the  founders  their  right 
of  management,  to  sanction  the  employment  of  State 
funds,  and  the  potential  charge  on  the  Exchequer,  and 
to  confer  rights  of  priority  and  power  of  collecting  by 
summary  process.  Such  law  was  passed  in  1898.  Under 
it  members  are  divided  into  two  categories — in  the  first 
place  "  founders,"  who  provide  the  money  in  1,000- 
crown  shares,  on  which  not  more  than  4  per  cent,  in- 
terest may  be  paid,  who  are  to  exercise  the  right  of 
management,  but  must  not  borrow  ;  and  "  ordinary 
members,"  the  selection  of  whom  remains  restricted  to 
agricultural  or  industrial  societies — not  individuals — who 
are  required  to  take  up  a  200-crown  share  in  respect  of 
every  6,000  crowns  of  share  capital  of  their  own^  who 


250  PEOPLE'S   HAXKS. 

may  receive  advances,  and  who  are  liable  for  the  liabi- 
lities of  the  Institution  up  to  the  fivefold  value  of  the 
shares  subscribed,  whereas  the  "  founders  "  are  not  liable 
beyond  the  actual  value  of  their  shares.  The  share 
capital,  by  the  way,  so  it  is  understood,  is  eventually 
to  be  paid  off  ;  however,  the  realisation  of  that  aim 
appears  at  present  still  in  the  dim  and  distant  future. 
Special  clauses  provide  for  the  "  in-and-in  "  transfer  of 
"  founders'  "  shares,  should  death  or  a  desire  to  transfer 
render  any  such  available. 
Its  Efiect.  Xhe  advent  of  this  great  Central  Bank  brought  about 

a  truly  remarkable  change  in  the  development  of  "  Co- 
operation." Under  its  stimulating  influence  "  co-opera- 
tive "  societies,  more  particularly  co-operative  credit  so- 
cieties, sprang  up  apace  and  spread  themselves  out  over 
half  the  surface  of  the  land.  At  the  close  of  1908  they 
could  be  seen  at  work  in  no  fewer  than  6,000  parishes, 
which  is  very  nearly  half  the  number  of  parishes  exist- 
ing in  Hungary.  There  were  then  2,096  societies  affi- 
liated. This  was  mainly  for  the  benefit  of  agriculture. 
For  of  the  number  named  full  90  per  cent,  are  nominally 
"  agricultural,"  which  does  not  imply  that  they  are  com- 
posed exclusively  of  agriculturists.  For  there  is — to  the 
credit  of  Hungarian  Co-operation  be  it  said — a  good  deal 
of  blending  of  class  interests  in  them.  Thus  in  1903 
it  was  found  that  among  1,182  '-  agricultural  "  societies 
existing,  there  were  only  1  08  composed  exclusively  of 
agriculturists.  The  remaining  1,074  included  no  fewer 
than  19,053  artisans  and  the  like,  holding  among  them 
46,867  shares,  of  the  collective  value  of  2,334,441 
crowns.  In  addition  there  are  some  purely  industrial 
societies — there  were  in  1908  78  credit  societies  of  the 
sort,  with  about  i  7,000  members,  in  addition  to  49  other 
societies,  for  the  common  purchase  of  raw  material — 
which,  being  at  the  same  time  supported  by  the  Govern- 
ment, draw  their  loan  monev  from  the  Credit  Institution. 
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Such  industrial  societies  are,  however,  not  permitted  to 
borrow  in  excess  of  the  fifteenfold  \alue  of  their  shares 
in  the  Central  Institution.  The  membership  of  the  2,096 
societies  referred  to  figured  at  the  time  named  at 
551,514,  the  collective  share  capital  at  50,641,902 
crowns  (31,839,810  crowns  being  paid  up),  with 
5,976,000  crowns    reserve    funds,  and   63,177,450  crowns 

on    deposit     (savings).       With    the    help    of    22,731,000    Consequences 

crowns  issued  in  negotiable  debentures,  the  Central  In-  °  ^^^^^  ^  P' 
stitution  had  been  enabled  to  accommodate  the  local 
societies  with  75,105,000  crowns,  which  went  a  good 
way  towards  providing  the  166,880,000  crowns — that 
is,  be  it  remembered,  not  the  actual  sum  of  money 
handled,  because  much  of  it  must  have  come  in  and  gone 
out  again — which  they  themselves  lent  out  in  credits  to 
their  members.  The  "  founders'  "  shares  of  the  Central 
Institution  represented  then  a  value  of  4,398,000 
crowns.  The  amount  of  "  ordinary  "  shares  is  not  given, 
but  it  is  stated  that  shares  (of  both  descriptions),  reserve 
funds,  and  deposits  among  them  amounted  to 
91,800,000  crowns,  which  leaves  12,297,000  crowns 
for  reserve  funds  and  ordinary  share  capital .  It  is  to 
be  apprehended  that  the  amount  of  the  reserve  fund  is 
not  large,  seeing  that  the  Institution  has  apparently  en- 
countered some  difficulty  in  making  both  ends  meet.  In 
the  first  years  it  paid  only  i  .3  per  cent,  and  3  per  cent, 
dividend,  and  though  subsequently  for  some  years  4  per 
cent,  was  paid  (on  shares  of  both  descriptions),  in  1907 
the  Board  found  itself  compelled  to  declare  to  members 
that  there  could  be  no  dividend,  inasmuch  as  the  losses 
sustained  by  over-confiding  lending — such  as  is  bound 
to  occur  under  bureaucratic  management  and  wherever 
the  State  is  paymaster — had  absorbed  literally  all  the 
profit  earned — 293, 145  crowns.  There  had  been  50,000 
crowns  lost  in  one  productive  society  in  Temesvar, 
250,000    crowns    in    another  at  Budapest,   250,000  in 
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another  at   Debreczen,    80,000   in   a    fourth    elsewhere, 
300,000  in  a  fifth,  and  so  on. 

All  this  is  bound  to  follow  where  under  bureaucratic 
administration  mechanical  rules  have  to  be  adopted  to 
regulate  credit,  and  where  people  know  that  there  is  a 
"  great  reservoir  "  to  draw  upon.      And  yet,  not  being 
able  to  take  care  of  its  own  money,  the  Central  Institu- 
tion has  set  up  for  a  "  guide,  philosopher,  and  friend  " 
to  all  local  organisations  of  its  union,  which  are  abso- 
lutely  dependent  upon   its  supervision,   as  the   Central 
Institution  in  its  turn  is  upon  that  of  the  State,  whose 
control  cannot  be  otherwise  than  formal.   There  is,  there- 
fore, over-riding  of  members'  self-help  and  self-govern- 
ment at  all  points.    The  Central  Institution  looks  after 
the  propaganda,  the  credit,  the  general  inspection.    In 
other  words,  with  the  best  intentions  in  the  world  to  be 
co-operative  and  to  act  for  the  good  of  the  peasantry 
and  the  artisan  classes,  it  is  a  patronising  and  interfering 
organisation,   a   carefully   constructed   conduit   through 
which   money   granted   by   others   is    conducted   to   the 
humble  strata  in  which  it  is  to  be  used  and  where  in  truth 
it  should  have  been  produced.      That  is  not  exactly  self- 
help,  and  it  does  not  appear  at  present  how  it  is  to  be 
converted  into  such,  although  the  one  thing  which  one 
is  bound  to  wish  in  connection  with  this  matter  is  that 
it  may  become  so.      Only  by  such  means  as  those  em- 
ployed has  it  been  possible  to  organise  so-called  "  Raif- 
feisen  "  societies  upon  the  basis   of  limited  liability — 
such  as  would  be  altogether  repudiated  at  Neuwied.   The 
late  Count  Karolyi  explained  this  to  me  some  ten  years 
ago.     People   were  frightened  at  the  thought  of  unlimited 
liability — no  wonder,  when  liabilitx'  was  deliberately  sepa- 
rated from  management  !    The  difficulty  could  be  got  over, 
so  he  thought,  by  creating  a  "strong  financial  institution 
for  them  to  lean  upon."    The  thing  has  been  done,  but  the 
result  is  not  Kaiffeisen  banks,  nor  gciniine  Co-operation. 
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It  is  indeed  to  be  hoped  that  out  of  this  excellently 
intended  but  un-co-operatively  conceived  system  of  dis- 
tribution of  money  in  course  of  time  may  be  evolved 
some  genuinely  co-operative  organisation,  the  benefits 
resulting  from  which  could  not  fail  to  be  alike  much 
more  substantial  and  more  enduring,  and  also  more 
educating — which  is,  from  a  co-operative  point  of 
view,  the  most  valuable  result  to  look  for.  The  readi- 
ness with  which  Magyars  have  adapted  themselves  to 
the  ostensibly  co-operative  methods  which  their  good 
friend  the  late  Count  Karolyi  has  pressed  upon  them 
may  be  taken  as  a  proof  of  their  natural  aptitude  for 
genuine  co-operation,  the  benefits  resulting  from  which 
must  be  far  more  enriching  both  to  themselves  and  to 
their   country. 


CHAPTER    XI 


THE     "BANCHE    POPOLARF'     OF    ITALY 


Why  Italian 

Co-operative 

Banking 

should 

specially 

Interest  us. 


From  an  English  point  of  \  iew,  no  form  of  co-opera- 
tive credit  established  abroad  is  likely  to  command  a 
greater  amount  of  interest  than  that  which  has  found 
a  congenial  home  in  Italy,  because  no  form  yet  adopted 
fits  in  so  readily  into  our  system  of  business. 

Italy,  when  M.  Luzzatti  began  his  regenerating  work, 
stood  in  sore  need  of  popular  credit.  Usury  was 
rampant,  as  in  the  fifteenth  century,  when  three  Fran- 
ciscan friars,  in  pity  for  the  suffering  poor,  gave  to  the 
world  the  valuable  institution  of  the  INIonti  di  Pieta, 
which  to  us  are  known  only  in  their  deteriorated  form. 
In  the  nineteenth  century,  so  M.  Luzzatti  would  have 
it,  it  behoved  Democracy  to  render  to  the  poor  the 
service  which  in  days  of  greater  youth  and  union  the 
Church  had  supplied,  and  to  draw  its  sword  for  "  War 
with  Usury." 

Moreover,  the  country  was  commercially  undeveloped. 
Protracted  divisions  and  oppression  had  kept  it  poor 
in  the  main  sources  of  national  production.  Even  its 
banking,  its  own  distinctive  line  of  business,  so  M. 
Magaldi  has  shown,  was  backward  and  out  of  date. 
The  country  which  had  taught  all  nations  banking 
possessed  little  commerce  ;  the  country  in  which  the 
Georgics  were  written  owned  an  agriculture  little 
advanced  upon  that  which  Virgil  had  described.  Many 
attempts  had  been  made  to  provide  help.  As  Spain 
had    her    posit os,   so    Italy   had   her   tnonti  fnimentari. 
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her  monti  niimmari,  and  nionti  dei  pasclil.^     Govern-  Past  Attempts 
ments   had   sought  to   furnish  assistance   in   their   own  ^yoI^'^ 
paternal  way,  and  even  while  M.  Luzzatti  was  taking  up  Credit, 
his   economic   apostleship,   ministers   like   MM.   Torelli 
and  Grimaldi  might  be  heard  strenuously  urging  banks 
and  public  corporations  to  make  their  funds  available 
for  the  rescue  of  the  needy.     The  measures  then  taken 
had  the  effect  of  bringing  relief  in  the  shape  of  reason- 
able credit  to  some  large  proprietors.     But  to  the  poor 
their  result  was  ////.     All  this  Government  and  capitalist 
meddling    and    peddling    evidently    was    powerless    to 
ensure   real   and  lasting   improvement. 

Better  success  had  attended  the  useful  reconnoitring  -j-i-,g  kalian 
work   which   two   distinct   classes   of  banks   had  tenta-  -"Savings 
tively    ventured    upon    in   the    field    of    popular    credit, 
pointing  the  way — dimly  and  vaguely,  it  might  be,  but 

■*  .A.11  these  institutions  may  be  assumed  to  have  done  good  work, 
but  work  rather  charitable.  In  1878  there  were  still  1,465  monti 
fru7nentari  (some  of  which  were  already  known  as  nionti  pecimari') 
in  existence,  dispensing  among  them  14,781,998  lire  in  loans.  The 
majority  were  practically  abolished,  compelled  either  to  convert  them- 
selves into  institutions  of  a  different  type  or  else  to  close  their  doors, 
by  a  law  passed  in  1887.  Since  then  there  has  been  a  further  law, 
passed  in  1904,  favouring  the  conversion  of  monti  fricnientari — which 
are,  so  to  put  it,  grain  banks  {dharma  golas) — into  money  institutions. 
A  number  of  monti  have  taken  advantage  of  the  facilities  offered.  At 
the  present  time,  according  to  special  information — which  I  owe  to  the 
kindness  of  Dr.  Magaldi,  of  the  Ministry  of  Agriculture,  Industry  and 
Commerce — there  are  monti  frunientari  still  in  existence  in  Basilicata 
and  Sardinia,  namely,  thirty-five  in  Basilicata,  after  thirty-three  have 
quite  recently  converted  themselves  into  money  institutions  {istitidi  di 
credito  agrario),  though  evidently  retaining  in  part  their  original 
character  as  grain  banks  ;  for  their  possessions  are  returned  as  con- 
sisting of  350,937  lire  in  cash  and  4,200  hectolitres  of  grain,  which 
grain  is,  at  the  current  price  of  20  lire  the  hectolitre,  valued  at 
84,000  lire.  In  Sardinia  there  are  319  monti  frumentari  on  the 
register,  but  only  228  are  actually  at  work,  returning  available  property 
of  3,386,728  lire.  Some  of  them  are  co-operatively  organised,  and  in 
such  shares  are  paid  for  in  corn.  At  Cuglieri,  for  instance,  two 
hectolitres  of  wheat  are  reckoned  as  a  "  share  " 
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still,  general!)   speaking,  correctly — for  more  thorough- 
going   reform.      The    Italian    Joint -Stock    Banks    have 
detected   very   much   sooner   than  any   of   their   sister- 
institutions  elsewhere  the  immense  value  of  what  may, 
by  analogy,  be  termed  "  third-class  traffic  " — the  bank- 
ing business  of  those  millions  of  comparatively  poor 
people  who  make  up  by  their  numbers  what  they  lack 
in    individual    wealth.      By   a   variety  of   little   experi- 
mental  expedients   they   have   studied   to   attract    such 
humble    customers    to    their    counters.      The    Savings 
Banks  did  even  better.     Some  of  the   Italian  Savings 
Banks   rank   among  absolutely  the  best   in   the  world. 
They  have  a  thrifty  population  to  deal  with,   pouring 
in  their  millions   of  lire  with  a   readiness   which  in  a 
poor  country  is  surprising.      And  it   is   satisfactory  to 
know  that  all  through  the  years  of  distress  and  crisis, 
while    great    commercial    establishments    crumbled    to 
pieces,   and  taxes   were   imposed  on  the  top   of  taxes, 
the  flow  of  savings  deposits  steadily  kept  increasing. 
Of  the  ample   money   so   coming  in   only  a  compara- 
tively   small    portion    is    invested    in    our    j>et    security. 
Government  Bonds,  and  not  over-much  in  mortgages, 
which  on  the  Continent  constitute  the  favourite  invest- 
ment.    For  the  remainder  a  use  must  be  found  in  the 
exercise    of    personal    credit.      The    sum    so    laid    out, 
practically  in  competition  with  the  banks — the  directors 
being  allowed  a  perfectly  free  hand  by  the  law— and 
applied,  thanks  to  judicious  discrimination  and  admir- 
able  local    knowledge,   with   onl\-    infinitesimal   loss,    is 
\ery  considerable.     Still,  with  all  theso  aids,  the  great 
national    want    remained   unsatisfied.      Means   and  end 
did    not    fully    agree — the    machine    was   evidently    not 
adapted  to  its  work. 
l.nigiLuzzaiii.        l-uigi  Luzzatti,  with  the  shrewdness  of  a  born  linan- 
ihe  Creator  of  ^j^^j    jp^fj^r,    discovered    what    was    needed.      His    has 

Italian 

Co-operative     been    a    career    peculiarly    fruitful    of   excellent    work, 

Hanking. 
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benefiting  the  poorer  classes.     Long  before  his  public 
services    m    Parliament    had    earned    him    the    reward 
of  political  office  all  but  the  very  highest,  the  position 
attained  by  him  in  his  country  was   such  that,  as  his 
friend   E.    de   Laveleye  testifies   in  his    "Letters   from 
Italy,      high   and   low   treated   him   with   a   degree   of 
respect  reserved  only  for  the  most  esteemed  and  dis- 
tinguished citizens.    The  reason  of  this  was,  that  every- 
body-^ knew  him  to  be  giving  up  his  life  to  the  service 
of     his     neighbours.        Altering    only    the    one    word 
regno,     he   might   well   apply  to   himself  the  noble 
words  spoken  by  the  first  King  of  United  Italy  ■    -  Le 
classe  lavoratrici  sono  quelle  chi  me  stanno  pia  a  core 
n  loro  miglwramento  e  il  programma  del  mlo  regno  " 
Substitute  -vita^^  for  '^  regno  ^  and  you  have  a  pre- 
cise description  of  the  "  great  idea  "  governing  M    Luz- 
zatti's  life.    There  has  not  been  a  work  of  social  reform 
taken  in  hand  in   Italy  during  the  past  five-and-forty 
years   of  which   he   has   not   been  either  the   inspire/ 
or  else   at   any  rate   one   of  the   most  prominent   sup- 
porters.     And    now,    what    with    his    captivating   pre- 
sence,  his   fascinating   and   convincing   eloquence,   his 
peculiar   knowledge,   and   his   transparent   honesty    he 
continues,  without  doubt,  the  foremost  leader  of  thou-ht 
m  Italy  on  social  questions,  the  person  whose  coun'^sel 
IS   most  largely   sought,   and  the   man  possessing  the 
greatest  power  of  influencing  his  countrymen,  the  man 
upon  whom  the  politicians  of  Parliament,  the  scholars 
ot  the  Universities,   and  the  large  masses  all  look  as 
upon  their  best  teacher. 

He   began  his   work   of  economic   reform   in    1863,    Originally, 
when,  being  still  quite  a  young  man,  he  proclaimed  to    Folfowe/of 
the  world  his  ideas  upon  "The  Diffusion  of  Credit,"  IdUzTch 
in  a  little  book  which  at  once   fixed  public  attemion 
upon   Its   author.      He   had   learnt   credit    co-operation 
m  the  school  of  Schulze-Delitzsch,  and  to  this  day  to 
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His  depar- 
tures from 
Schulze's 
System. 


He  limits 
Liability. 


his  admiring  eyes  Schulzc-Delitzsch  remains  "  il  sotnrno 
maestro  delta  cooperazione  ^  But  be  also  perceived 
very  clearly  that  a  mere  mechanical  copying  of  Schulze- 
Delitzsch's  system  must  lead  to  disappointment.  To 
answer  in  Italy,  the  machinery  applied  must  be,  not 
only  simple  and  business-like,  but  also  of  a  national 
and  modernised  type.  Remodelling  Schulze's  work 
with  a  happy  skill,  M.  Luzzatti  produced  that  of  which 
he  might  well  say  with  justifiable  pride—"  We  have 
not  copied  an  institution,  but  produced  a  new  type, 
and,  impressing  upon  it  the  stamp  of  Italian  origin- 
ality, we  have  created  the  Banc  he  Popolari.'"  Experi- 
ence has  amply  justified  his  independent  action. 

Italy  wanted  People's  Banks  fully  as  much  as  ever 
Germany  had  wanted  them.  But  the  circumstances  of 
the  country,  its  habits  of  thought  and  of  action — 
everything,  in  fact,  which  was  likely  to  tell  in  their 
creation  and  work — were  different.  Accordingly,  to 
be  at  all  useful,  the  principle  must  be  put  into  a  new 
garb. 

The  first  stumbling-block  to  be  cleared  out  of  the 
way  was  that  obnoxious  principle  of  unlimited  liability. 
In  Italy,  whatever  Francesco  \'igan6  might  say  to  the 
contrary,  that  would  never  answer.  "  Our  people  would 
never  have  joined  an  association  which  threatened 
them  with  such  grave  danger,"  frankly  avows  M.  Ettore 
Levi.  M.  Giustino  Fortunato  goes  so  far  as  to  say 
that  in  the  southern  provinces  of  the  kingdom  the 
adoption  of  unlimited  liability  must  have  made  co- 
operative credit  "absolutely  impossible."  Sir  J. 
Lumley,  in  his  Blue -Book  Report,  wholly  confirms  this 
opinion.  We  shall  see  presently  how,  in  circumstances 
in  which  it  is  indispensable,  unlimited  liability  has 
nevertheless  proved  acceptable  to  the  Italian  temper, 
and  has  been  accepted  by  M.  Luzzatti  himself.  And 
1   am  bound  at   once  to  say  that,  even  at  the  present 
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day,  there  are  some  among  M.  Luzzatti's  followers  who 
consider  that  his  banche  popolari  would  be  all  the  better 
for  the  adoption  of  unlimited  liability  ;  that  imlimited 
liability  would  awaken  more  interest  and  sense  of 
responsibility,  and  arouse  more  of  what  is  known  as 
"  co-operative  spirit."  But  such  men  are  to  be  met 
with  only  in  places  in  which  the  omission  of  safeguards 
against  excessive  capitalism  and  selfishness,  such  as 
M.  Luzzatti  now  strongly  recommends,  has  led  the 
older  and  wealthier  People's  Banks  into  malpractices, 
the  intrusion  of  which  may  very  well  be  guarded 
against  by  much  less  drastic  expedients. 

Another  decidedly  objectionable  feature  in  the  Ger-   He  reduces 
man    system    M.    Luzzatti    perceived   to    be    those    for-  Time^aUowecT 
biddingly  formidable   shares   which   Schulze  had   deli-   for  Payment, 
berately  recommended  in  order  to  compel  his  members 
to  commit  themselves  to  a  protracted  course  of  saving, 
but   which   place   the  acquirement  of  full   membership 
for  poor   people  at   so   remote  a   distance  that  to  any 
one    ungifted    with    German    patience    the    task    must 
appear  well-nigh  hopeless. 

The  utility  of  large  shares  for  certain  purposes  is, 
of  course,  not  to  be  denied.  Naturally  they  help 
to  hasten  the  production  of  a  large  share  capital, 
which  is  in  itself  a  valuable  consideration.  But  M. 
Luzzatti  has  shown  that  an  equally  large  share  capital 
is  to  be  got  together  by  less  constraining  methods. 
And  Schulze's  main  object,  so  it  should  be  borne  in 
mind,  avowedly  was  that  of  making  his  banks  "  com- 
pulsory savings  banks,"  by  compelling  to  thrift.  M. 
Luzzatti  had  greater  faith  in  human  nature.  He 
considered  that  people  might  be  led  into  a  steady 
course  of  saving  by  means  very  much  less  coercive. 
Accordingly,  he  entirely  reversed  Schulze's  method 
on  the  point  of  shares  and,  instead  of  issuing  large 
shares,  to  be  paid  up  in  a  very  long  time,  he  laid  it 
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down  once  for  all  that  shares  must  be  paid  up  within 
ten  months  at  longest,*  so  as  to  give  the  bank,  in  the 
place  of  an  indefinite  and  unascertainable  liability  "  in 
the  bush,"  its  "  bird  in  the  hand  " — a  definite,  if 
small,  capital,  absolutely  within  its  own  power.  Paying 
up  within  ten  months  necessarily  means  comparatively 
small  shares.  In  the  place  of  Schulze's  £15  or  £25, 
with  a  minimum  assigned  of  £5,  we  find  in  Italy  shares 
exceeding  50  lire  (£.2)  in  only  rare  instances.  The 
major  portion  of  shares  range  between  25  to  50  lire 
(£1  to  £2).  There  are  some  instances  of  smaller 
shares  (down  to  5  lire  or  45.),  and  only  very  few  of 
larger,  up  to  100  lire  (£4),  which  for  ordinary  pur- 
poses is  the  legal  maximum.  That  places  the  member's 
minimum  holding  rather  low.  But  his  liability  being 
limited,  there  is  no  reason  why  he  should  not,  if  so 
inclined,  invest  in  more  shares  than  one,  as  one  after 
another  becomes  paid  up,  up  to  the  extreme  figure 
which  the  Italian  law,  like  our  own,  allows — namelyy 
£200.  The  result  has  generally  justified  M.  Luzzatti's 
trustful   judgment. 

Under  such  circumstances  the  member's  average 
holding  in  shares  is  in  Italian  banche  popolari  un- 
doubtedly smaller  than  in  German  Creditvereine — 
according  to  the  figures  quoted  by  M.  Luzzatti  in  his 
Introduction  to  the  last  full  Statistics  of  Italian  People's 
Banks  issued,  then  applying  to  1898,  195.73  lire  to 
315.55.  But,  such  as  it  is,  Italian  share  capital  has 
proved  as  fully  equal  as  German  to  its  object  of 
attracting  adequate  loan  capital,  which  is  the  great  test 
of  its  utility  as  a  "  capital  of  guarantee  "  ;  and  that 
is    really    all    that    the    share    capital    is    intended    for. 

*  The  term  of  ten  months  is  occasionally  exceeded.  Thus  the 
People's  Bank  of  Cremona  {Socieid  Coopcraihui  Popolare  di  Mutuo 
Crediio)  allows  fifty  months  for  paying  up  a  share  of  50  lire.  This 
bank  is  very  strong  in  capital. 


THE    ^^  BAN  CHE   POPOLARI"    OF   ITALY.      261 

According  to  the  statistics  quoted  by  M.  Luzzatti  for 
1898,  the  proportion  of  loan  capital  so  attracted 
(635,673  lire  deposits  on  an  average  per  bank  to 
125,662  lire  share  capital,  and  48,977  lire  reserve 
funds)  was  as  about  3I  to  i,  whereas  in  Germany 
(732,196  lire  deposits  to  177,021  lire  share  capital, 
and  56,248  lire  reserve  funds)  the  proportion  was 
as  3^  to  I. 

Having  got  rid  of  these  two  German  incubuses,  j\I.  He  insists  on 
Luzzatti  found  himself  at  liberty  to  address  himself  Sg""^jf 
constructively  to  the  organisation  of  his  business.  We 
shall  see,  when  discussing  the  details  of  his  scheme, 
that,  like  Schulze,  he  was  careful  to  found  his  business 
dealings  on  business  principles.  Business  must  be 
business.  Credit  must  imply  security.  ]\Ioney  must 
be  bought  or  earned,  not  obtained  as  a  gift.  We  shall 
see  how  he  provided  the  funds,  not  by  begging  for 
them,  but  by  creating  security  which  commands  their 
supply,  even  from  ordinary  banks  and  savings  banks 
(which  of  course  treat  such  matters  purely  as  matters 
of  business),  and  did  so  from  the  very  first  ;  but  that, 
holding  fast  throughout  by  the  principle  that  his  banks 
must  be  independent  of  other  institutions,  and  also  that 
they  must  accept  as  the  foundation  of  their  business 
the  accumulation  of  capital,  he  based  their  supply  of 
working  funds  mainly  upon  the  collection  of  savings 
deposits,  in  the  attraction  of  which  his  banks,  accord- 
ing to  the  testimony  of  all  who  have  observed  them, 
have  proved  exceedingly  successful.  The  bedrock  of 
security,  however,  so  he  held,  must  be  the  lirm  estab-  The  "Capiia- 
lishment  of  a  reputation  of  the  members  for  honesty  HonesV" 
and  solvency  (onestd  e  soliditd).  He  proposed — to  the 
astonishment  of  the  world — to  "  capitalise  honesty." 
That  means,  of  course,  not  that  he  would  miraculously 
convert  his  members  into  saints  or  angels,  but  that  he 
would   make   it  their  direct   interest  to  be  honest  and 
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punctual,  and  to  see  that  their  fellow -members  were 
the  same.  They  were  to  be  put  upon  their  respon- 
sibility. And  responsibility  was  to  be  "  divided  down  " 
so  as  to  fix  every  particle  of  it  upon  some  particular 
member.  So  viewed,  his  ambitious  scheme,  in  spite 
of  the  ring  of  miracle  about  it,  becomes  very  manage- 
able and  practicable. 

The  way  in  which  the  object  aimed  at  was  to  be 
attained  was  to  be  by  careful  selection  of  members  for 
admission,  in  order  that  their  mere  admission  might  be 
taken  as  some  sort  of  guarantee  of  good  character  ; 
and  by  careful  distribution  of  the  several  functions  of 
administration,  with  strict  enforcement  of  duties  upon 
members,  and  careful  study  of  security  for  credit 
given  ;  searching  control  of  all  business  done  ;  and, 
to  crown  all,  that  "  maximum  of  publicity  "  which 
Sir  R.  Morier  has  contended  for,  and  which  acts  by 
business  as  oxygen  does  by  the  atmosphere,  keeping 
it  sound  and  pure. 
Organisation  Such  objects  are,  of  course,  studied  in  the  body 
of  the  Banks,  ^yjjj^^j^  ^j-  Luzzatti  has  given  to  his  idea,  the  organisa- 
tion of  his  societies. 

In  the  construction  of  his  machinery  of  management 
he  in  general,  followed  Schulze's  lines  as  they  were 
before  the  remodelling  of  the  German  law. 
The  Conbiglio.  The  general  management  of  the  business,  which 
includes  the  election  of  members,  is  committed  to  the 
Consiglio — that  is,  the  Board  or  Committee  of  Manage- 
ment— which,  like  Schulze  at  the  outset,  he  would  have 
large,  indeed  even  larger  than  Schulze  made  his,  but, 
unlike  Schulze,  he  would  have  it  unsalaried.  This  body, 
wielding — next  to  the  general  meeting — supreme  autho- 
rity, varies  in  number  from  about  seven,  in  the  smaller 
banks,  to  130  or  140  in  the  large  Bank  of  Milan, 
every  member  of  it  being  unpaid,  and,  for  the  security 
oi    the    members    in    general,    elected    with    care.      M. 
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Luzzatti  insists  more  and  more  urgently,  as  time  goes  Ail  Services 
on — in  opposition  to  his  master  Schulze-Delitzsch —  Gratuitous, 
upon  purely  gratuitous  services.  In  the  larger  banks, 
of  course,  there  must  be  a  paid  staff,  and,  in  accord- 
ance with  a  resolution  formally  adopted  at  one  of 
the  great  Congresses  of  People's  Banks,  these  are, 
paid  not  only  by  salary  but  also  by  commission  on 
"profits,"  not  on  "business."  This  is  found  to  act 
as  a  useful  stimulus  to  good  work.  Some  banks  make 
such  payment  dependent  upon  the  dividend  attaining 
a  certain  minimum  figure. 

It  is  held  very  essential  that  the  Consigtio  should 
be  a  body  thoroughly  representative  of  the  member- 
ship. The  bank  determines  its  own  district,  accord- 
ing to  what  it  believes  that  it  can  manage.  There 
are  large  memberships  and  small  ;  large  districts  and 
small.  The  Consiglio  should  have  members  in  it 
from  all  parts  of  its  area,  and  also  from  all  various 
interests,  in  order  that  it  may  be  armed  with  particular 
knowledge  at  all  points.  For,  in  spite  of  the  generally 
middle -class  character  of  these  banks,  membership 
is  as  a  rule  composed  of  a  variety  of  distinct  elements, 
let  alone  that  it  may  cover  a  goodly  area  and  therefore 
must  comprise  a  number  of  groups  identified  with 
distinct  local  sections. 

Being,  by  reason  of  its  number,  unable  to  attend  The  Sindaci. 
to  the  daily  routine  work,  the  Consiglio — like  the 
German  "  Council  "  before  the  alteration  of  the  law — 
tells  off  from  three  to  five  of  its  members  to  serve  in 
the  executive  capacity  of  sindaci.  Only  they  do  not 
so  act  in  corpore,  as  does  the  German  Vorstand, 
except  for  some  few  collective  functions,  like  the 
drawing  up  of  the  annual  Report.  Separately,  how- 
ever, they  are  at  all  times  during  office  hours  repre- 
sented in  the  bank.  One  or  other  of  them  is  expected 
to  be  in  daily  attendance,  representing  for  the  time  the 
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supreme  authority.  And  without  his  approval  and 
signature  no  transaction  is  recognised  as  valid.  The 
sindaci  may  portion  out  their  time  among  themselves 
at  their  own  pleasure.  Their  work  being  rather 
laborious,  they  are,  if  they  so  choose,  allowed  to  retire 
at  the  end  of  a  year.  The  sindaci y  as  intimated,  at  the 
close  of  the  financial  year  draw  up  a  Report  upon  the 
actual  business  done,  which  is  distinct  from  that  of 
the  Consign o  as  a  whole.  The  latter,  of  course,  takes 
wider  ground. 

That  is  for  the  general  management  ;  and  in  small 
banks  such  machinery  has  proved  perfectly  sufficient 
for  all  purposes.  However,  there  is  specific  business 
to  be  attended  to,  the  most  important  of  all,  to  which 
the  Consiglio  itself  could  not  in  banks  of  any  size 
devote  adequate  attention.  We  shall  still  have  to 
consider  the  means  by  which  funds  are  raised  with 
which  to  carry  on  the  business  of  the  bank.  That  may 
be  dealt  with  in  a  general  way  and  is  therefore  legiti- 
mate matter  for  the  Consiglio .  However,  credit  must 
necessarily  be  dealt  with  in  detail  ;  every  loan  must 
be  considered  per  se,  in  order  that  there  may  be  suffi- 
cient security  for  every  advance  that  is  granted. 
Credit  to  be  Members  are,  by  the  constitution  of  the  bank,  entitled 

to  easy  credit  in  various  forms — credit  in  respect  of 
specific  security  which  they  may  have  to  offer,  and 
credit  in  respect  of  their  own  financial  value  and  trust- 
worthiness. Credit,  so  it  has  been  laid  down  once 
for  all,  should  in  these  banks  be  mainly  personal. 
"  Ce  qui  me  plait  dans  les  banqucs  populaires,  c^est 
qu^elles  font  du  credit  personnel.''  So  wrote  Leon  Say 
after  seeing  these  banks.  Credit  is  rightly  in  the  main 
based  uix)n  personal  security,  because  that  provides 
the  least  hampering,  the  most  elastic  and  the  most 
educating  form  of  credit.  Pledge  credit  of  other 
sorts    is    necessarily    admitted.       However,    mortgage 
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credit  is  decidedly  not  favoured.  In  that  respect 
Lord  Sydenham  has'  no  more  obedient  disciples  than 
Italian  people's  bankers.  Besides  being  in  the  main 
personal,  People's  Bank  credit  is  necessarily  and  rightly 
cut  up  into  very  small  amounts,  which  gives  con- 
siderable trouble,  alike  in  respect  of  inquiry  and  also 
of  watching,  but  ensures  additional  security. 

Accordingly,  it  was  very  properly  judged  that  for 
dealing  with  credit  there  must,  in  every  bank  of  any 
size,  be  a  distinct  body,  adapted  to  the  business  and 
elected  on  such  ground. 

It  may  be  at  once  explained  that — more  particularly  Risk  to  be 
in  view  of  the  manifest  want  of  familiarity  with  the  ''^ " 
subject  prevailing  in  this  country — for  these  banks, 
as  for  all  others  which  adopt  a  co-operative  character, 
it  is  a  standing,  irreversible,  golden  rule  that  not 
on  any  consideration  should  risk  of  any  kind  be  in- 
curred in  any  transaction,  be  it  of  credit  or  be  it  of 
investment.  That  is  made  the  first  consideration  in 
all  dealings  :  be  careful  to  avoid  risk  !  Committees  are 
never  to  lose  sight  of  this  one  maxim.  There  must  not 
be  risk.  They  are  dealing  with  other  people's  money. 
And  their  banks  are  there,  not  to  earn  a  profit, 
but  to  provide  cheap  credit  and  to  keep  money  safe. 
Therefore,  above  all  things,  it  is  their  duty  to  avoid 
risk. 

Beyond  this  there  are  various  points  to  consider. 
Members  are,  as  observed,  in  the  hrst  place,  entitled 
to  credit  in  respect  of  security,  whether  of  pledges 
or  of  "  character,"  for  which  they  may  be  able  to 
show  good  cause  ;  and  pledges  are,  if  possible,  to  be 
avoided,  at  any  rate  otherwise  than  as  collateral  secu- 
rity. Onestd  e  sollditd  are  to  stand  in  the  first  rank. 
That  means  that  as  an  instrument  or  record  of  credit 
transactions  the  bank  must  select  for  general  use  what 
has  in  point  of  fact  long  since  become  the  financiers' 
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The  Accept-     cuiTency,    that    is,    the    acceptance.      The    acceptance 

ance.  offers  various  advantages. 

It  is  the  most  convenient  record  of  a  debt.  And 
it  has  this  additional  recommendation,  that  it  is  in 
its  turn  reconvertible  into  money,  yielding,  to  a  bank 
of  good  repute,  a  profit  in  the  process,  since  the  bank 
is  sure  to  obtain  discounts  at  a  lower  rate  of  interest 
than  the  original  borrower. 

There  are,  of  course,  two  kinds  of  acceptance,  with 
both   of  which  the   People's  Bank  will  be  called  upon 
to    deal.      There    is    the    trade    bill,    which    possesses 
the    special    recommendation    of    recording    a    genuine 
business  transaction,  such  as  co-ojx^rative  banks  would 
by    preference    make    the    foundation    of    their    credit 
business.      A  practised   eye   can  detect  whether  a  bill 
is  an  honest  bill  or  a  "  plant."     M.  Luzzatti  desired  to 
attract  trade  bills.      However,   to   discriminate  among 
such    there    must,    as    observed,    be    a    practised    eye, 
which   means   that   there   must  be  a   distinct  discrimi- 
nating body.      On   the   other   hand,   there   are  accom- 
modation   bills,    which     are     generally    speaking    less 
welcome,   but   which   there  must  likewise  be   in  a  co- 
operative bank's  business.     These,  once  more,  require  a 
practised  eye,  and,  even  more,  an  informed  mind.     It 
was  with  them  that  the  business  began.   And  such  busi- 
ness has  greatly  extended,  now  that  cash  credit — which 
is  as  a  rule  protected  by  an  acceptance  for  purposes 
of  easy  recovery — has  taken   its  place  by  the  side  of 
discount    business    and    is,    in    point    of    fact,    getting 
much   beyond   it.      The   secret   of   success    in   People's 
Banks  has  been  found  to  lie  in  what  M.   Ettore   Levi 
has  called  a  "  well-mobilised  portfolio,"  that  is,  a  bill- 
case,  the  bills  in  which,  being  "  liquid,"  may  be  readily 
passed  on.     To  provide  such  "  portfolio  "  there  must 
be  a  body  having  means  of  ascertaining  to  what  extent 
every   member— there   is   no   business   done   with    non- 
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members^ — may  be  trusted.  For  it  is  understood,  as 
already  indicated,  that  every  member  is  to  have  his  own 
"  credit  value  "  allowed  to  him,  according  to  his 
financial  worth,  which  value  will  determine  up  to  what 
point  he  may  be  allowed  to  come  to  the  bank  for 
money. 

The  body  upon  whom  the  direction  of  credit  opera-  The  Comitato 
tions  with  members  devolves  is  the  Comitato  di  sconto^  ^^  Sconto. 
a  volunteer  committee  elected  at  the  annual  meeting, 
and  consisting  variously  of  from  fifteen  to  forty  mem- 
bers, taking  their  duty  in  turn,  whose  special  office 
it  is  to  consicier  and  approve,  or  else  reject,  applica- 
tions for  loans  or  advances,  and  requests  for  credit 
to  be  opened  in  the  shape  of  current  accounts.  There 
is  no  more  important  body  of  officers  forming  part 
of  M.  Luzzatti's  co-operative  organisation  than  this 
Comitato  di  sconto,  upon  whose  jiat  it  depends  whether 
the  credit  of  the  bank  shall  be  pledged  or  not.  M. 
Luzzatti  accordingly  will  have  them  amenable  to  no 
influence  whatever  which  might  in  the  least  degree 
draw  them  aside  from  the  narrow  path  of  impartiality 
and  caution.  His  own  wish  is,  that  by  a  self-denying 
ordinance  they  should  forego  their  own  right  of  bor- 
rowing. That,  however,  he  has  not  been  able  to  carry. 
The  Comitato  prepare  themselves  for  their  active  work  The  "  Castel- 
of  recommending  or  disallowing  loans,  by  drawing  ^"°' 
up,  independently  of  any  actual  application,  a  register, 
kept  always  in  readiness,  as  their  constant  guide,  but 
always  strictly  secret,  which  shows  to  what  extent 
each  member  of  the  association  may,  in  the  opinion 
of  the  Comitato,  be  trusted  with  credit.  Such  register 
is  called  the  castelletto.  It  is  carefully  revised  from 
time  to  time  and,  should  the  estimate  fixed  in  it  for 
any  particular  member  decline  while  a  loan  is  out  to 
him,  or  to  any  one  else  for  whom  he  acts  as  surety — 
or,  again,  should  securities  pledged  for  a  loan  depre- 
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ciate  by  lo  per  cent,  or  more — the  debtor  is  at  once 
called  upon  to  make  good  the  difference,  in  the  one 
case  by  providing  a  new  surety,  in  the  other  by  hand- 
ing in  additional  security.  On  this  castelletto  people 
may  combine  to  borrow.  For  instance,  if  A  is  con- 
sidered good  for  £40,  B  for  £30,  and  C  for  £60,  on 
the  strength  of  their  joint  signatures,  any  one  of  them 
is  entitled  to  a  loan  of  £130 — provided  that  no  other 
paper  is  out  signed  or  backed  by  A,  B,  or  C.  Sup- 
posing that  the  Comitato  are  correct  in  their  appraise- 
ment, the  banca  in  this  way  makes  sure  of  keeping  its 
lending  within  safe  limits  ;  and  experience  seems  to 
indicate  that  the  valuation  is  generally  trustworthy. 
Credit  given  in  the  shape  of  a  current  account  is  with- 
drawn if  it  shows  no  business.  For  that  is  held  to 
indicate  that  the  credit  is  asked,  not  for  trade  or  pro- 
ductive purposes,  but  merely  for  accommodation. 

Some  banks  have,  in  addition  to  the  Comitato  di 
sconto,  a  distinct  Comitato  dei  risclii,  which  has  been 
found  extremely  useful.  The  Comitato  dei  risclii  keeps 
account  of  all  the  transactions  done  with  individual 
members  and  with  non-member  sureties.  Every  loan, 
every  endorsement,  is  chronicled  in  its  books,  as  well 
as  any  other  fact  which  may  have  a  bearing  upon  the 
qualification  of  members  as  borrowers.  If  they  are 
punctual  in  repayment,  if  they  give  trouble — all  these 
things  are  noted  in  the  books  of  the  Comitato^  which 
for  reference  are  invaluable. 

Upon  the  manner  in  which  the  Comitato  di  sconto 
discharges  its  duties  it  will  depend,  not  only  whether 
the  bank  keeps  solvent,  so  to  speak,  in  the  abstract, 
having  value  for  its  money,  but  also  whether  it  keeps 
actually  prepared  for  business  at  any  time  that  such 
may  offer,  in  the  sense  of  having  its  resources  "  liquid." 

To  complete  the  account  of  the  mechanical  organisa- 
tion of  the  banks,  there  is  one  more  body,  quite  peculiar 
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to  the  Italian  banche,  and  intended  to  mark  more 
plainly  their  democratic  character,  namely,  the  pro- 
biviri .  There  are  three  such,  sitting  in  common,  to 
whom  an  appeal  may  be  carried  on  any  point  whatever 
arising  in  the  administration  of  the  banche,  and  whose 
judgment — to  be  pronounced  only  in  banco — is  final. 
A  candidate  refused  admission,  a  member  refused 
credit,  a  member  sentenced  to  expulsion — whatever 
the  question  may  be,  an  appeal  lies  to  them,  and  their 
judgment,  which  is  final,  has  in  practice  been  found 
a  rock  of  strength  in  maintaining  harmony  and  keep- 
ing things  in  a  satisfactory  groove. 

The  offices  of  the  bank,  then,  are  systematically 
graduated.  The  General  Meeting  is  supreme,  under 
the  law.  Under  the  General  Meeting  the  Consiglio 
directs  affairs  alike  as  an  administering  and — so  far 
as  the  executive  functions  of  the  sindaci  come  into 
account — an  inspecting  and  reviewing  body,  laying 
down  general  rules,  electing  new  members,  and  dis- 
posing of  the  bank's  funds  in  the  intervals  between 
General  Meetings.  For  the  daily  supervision  of  the 
bank's  business  there  are  the  sindaci  as  executive 
officers.  And  as  arbitrators  in  cases  of  dispute  there 
are  the  probiviri .  All  these  are  unsalaried.  M.  Luz- 
zatti  would  not,  like  Schulze-Delitzsch,  have  the 
"  labourer  "  receiving  his  hire  in  money,  because  he 
considered  that  he  receives  it  in  another  shape  and 
thai  to  make  the  office  worth  money  would  disqualify 
him  for  the  impartial  and  thoroughly  conscientious 
discharge  of  his  duties. 

It  may  be  convenient,  before  going  on  to  the  business    Grouping  of 
of  the  banks,  to  mention  that  attempts  have  repeatedly   ■'societies. 
been   made   to   carry   organisation   higher   up.      There 
was,  as  in  Germany,  to  be  a  General  Union,   divided 
up  into  a  number  of  local  sections.     The  idea  has  only 
been  very  partially  carried  out.     There  are  nominally 
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nine  gruppi  regionali,  the   first  of  which,   in  the  pro- 
vince of  Treviso,  was  formed,  and  for  a  long  time  led, 
by  the  late  Gaetano  Schiratti,  one  of  the  most  capable 
captains  of  M.   Luzzatti's  army.     There  arc   others  in 
the  districts  of  Mantua,  the  Romagna,   Emilia,   in  the 
Marches,    in   the   Abruzzi,    in    Campania,    in   Maremma 
and  in   Calabria  with  Sicily.    But  they  are  all  of  very 
loose    formation    and    exercise    no    authority    whatever 
over    their    societies.       In    truth,    only    the    one    group 
formed    by    Schiratti    may    be    said    to    have    any    real 
existence.      A    comprehensive    union    has    never    been 
formed.     There  is  a  "  Federation."     But  that  is  only  a 
body  of  subscribers,  who  raise  funds  among  themselves 
to  publish  a  journal — which  the   subscriptions   do   not 
always    quite   pay    for — and   organise   occasional    Con- 
gresses,  the  meetings   of  which  are   so   irregular  that 
after  the   sixth,    held  at   Bologna   in    1895,    i^^here  was 
not  another  till    1 907,  when  representatives  of  banche 
—and   many   others,    being   invited — met   at    Cremona. 
There   is   no   general   directing   or   reviewing  body  as 
in    Germany,    and   whatever   resolutions   are   passed 'at 
Congress  bind  actually  no  one.     Hence  the  lamentable 
looseness   and   want    of   uniformity   among   the    Italian 
banche  popolari,  of  which  no  one  has  expressed  deeper 
regret  than  M.   Luzzatti  himself.     There  is  no  touch, 
no    common    rule,    no    inspection   by   a    superior   body 
representing    the    banche    themselves,    which    bond    of 
union   in  Germany  gives  so  much  unity  to  the  move- 
ment, and,  so  to  speak,  also  an  equal,  or  almost  equal, 
value  to  each  bank.      There  are  in   Italy  accordingly 
banks  good,  bad,  and  indifTerent.     The  good  are  very 
good.     But  there  are  many  otherwise. 

Even  now  one  may  liope  that  this  state  of  things 
will  be  altered.  Inspection  has  been  urged  upon  the 
banks  again  and  again,  among  others  with  all  impres- 
siveness   by    M.    Luzzatti   himself.       The   case   for   it   is 
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unanswerable.  But  it  has  been  shortsightedly  resisted 
by  banks  which  have  grown  so  used  to  doing  every- 
thing for  themselves  that  they  resent  the  idea  of  being 
"pried"  into.  No  doubt  before  long  the  State  will 
intrude  inspection  on  its  own  behalf,  which  is  likely 
to   be   far   more    "prying"   and  much   less   useful.* 

This  state  of  things  has  brought  about  consequences 
which  I  consider  are  to  be  regretted. 

Among  other  things  there  has  been  a  talk  repeatedly  No  Central 
of  crowning  the  edifice  of  co-operative  banking  insti-   ^''"^'• 
tutions  by  the  formation  of  a  Central  Bank,  to  serve 
local    banks    as    Central    Banks    do    in    Germany    and 
Austria.    Although  advocated  by  M.  Luzzatti  himself, 
with  all  his   wonted  eloquence  and  all   the  weight   of 
his    personal    influence,    the    proposal    has    invariably 
been  defeated,  and  that  for  reasons  which  to  a  certain 
extent    will    pass    muster.      Had     the     proposal    been 
brought    forward    early    in    the   history   of    the    move- 
ment,   in    all    probability    it    would    have    been    gladly 
adopted.      In   the   interval,   however,   large  banks   had 
grown   up,   like   those   of   Milan   and    Cremona,    which 
already  act,  and  act  satisfactorily,  as  Central  Banks  foi- 
a  large  number  of  local  banks  seeking  shelter  under 
the    cover    of    their   ample    capitals.      Such    banks,    of 
course,   are  loth  to   surrender  at   once  both  profitable 
business     and     prestige.         The     greatest     stumbling- 
block  in  the  way,  however,  is  the  very  marked  dift"er- 
ence    in    quality    subsisting   between   bank    and    bank. 
Sound  and  solvent  banks  are  not  likely  to  commit  them- 
selves to  a  common  venture  with  other  banks  of  only 

*  Since  the  above  was  written,  M.  Luzzatti,  who  had  in  the  mean- 
time become  .Minister  of  Agriculture,  Industry,  and  Commerce,  has 
foreshadowed  in  Cre^/Z/o  e  Coopcraziom  a  Bill,  which  he  expects  to 
see  passed  with  little  opposition,  making  inspection  obligatory,  by 
preference  by  Unions,  but  failing  that  by  the  State.  M.  Luzzatti  at 
the  same  time  declares  that  in  his  opinion  inspection  by  the  State, 
where  there  is  a  Union,  is  worse  than  no  inspection  at  all. 
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doubtful   quality   which   must,  as  shareholders,  be  ad- 
mitted to  the  same  rij<hts  of  a  say  in  the  management 
— which  means  a  voice  in  the  bestowal  of  credit — but 
which  might  render  the  whole  fabric  insecure. 
Methods  of  We  may  now  turn  to  the  consideration  of  the  banks' 

Credit  business.      The  main  part  of  such  is,   of  course,  lend- 

ing, which  is  carried  out  in  a  variety  of  ways.  The 
granting  of  credit  on  a  member's  castelletto  value  has 
already  been  referred  to.  That  is  lending  on  what  we 
call  "  character,"  and  is  now  by  preference  done  by 
means  of  cash  credit.  A  more  questionable  method 
of  lending  appears  to  me  to  be  that  practised  on  the 
security  of  members'  shares.  I  call  it  questionable, 
because  obviously  the  value  of  the  share  to  the  bank 
consists  in  its  being  in  members'  hands.  Were  the  bank 
to  have  to  seize  the  "  pledge,"  it  might  one  fine  morn- 
ing find  itself  all  shares  and  no  cash.  However,  this 
method  is  very  popular,  and  appears  thus  J'ar  to  have 
led  to  very  little  loss.  Banks  do  not,  indeed,  stop 
at  lending  on  the  share  as  they  would  upon  "  effects," 
keeping  below  the  actual  selling  value.  Some  of  them, 
at  any  rate,  advance  up  to  twice  the  amount,  upon 
the  security  of  a  share,  holding  that  membership  stands 
for  some  security,  inasmuch  as  the  member  is  not  likely 
by  default  to  forego  the  valuable  privileges  which 
as  member  he  possesses. 

Reference  has  likewise  already  been  made  to  the 
common  practice  of  discounting  acceptances,  in  respect 
of  which  the  law  is  in  Italy  far  more  favourable  than 
in  Germany,  which  may  help  to  explain  why  accept- 
ances are  so  well  understood  and  so  readily  both  given 
and  taken.  Also  cashing  of  acceptances  is  made 
remarkably  easy.  Postmen,  even  rural  postmen,  are 
authorised  to  collect  on  their  rounds.  It  is  self -under- 
stood, of  course,  that  in  dealing  with  acceptances 
the  bank  should  \yQ  careful  to  insist  upon  suflficiently 
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good  endorsements,  which  business  the  Comitaio  ell 
sconto  and  the  Comitato  del  flsclii  are  there  to 
attend  to. 

Now  from  the  adoption  of  the  acceptance  several  Credit  to  be 
things  follow,  more  particularly  since  it  is  made  an 
instruction  to  banks  to  study  a  "  well-mobilised  port- 
folio." To  put  it  in  a  French  way,  whoever  says 
"  acceptance  "  thereby  at  the  same  time  says,  in  the 
first  place,  "  short  credit."  Co-operative  principle 
is  accepted  as  requiring  that  as  between  large  and 
small  advances  asked  the  preference,  if  preference 
there  must  be,  should  be  given  to  the  small,  because 
the  bank  being  intended  in  the  first  instance  for 
small  people,  who  have  nowhere  else  to  go,  it  is  in 
duty  bound  to  provide  for  them  first.  There  is  some- 
thing to  recommend  this  also  from  a  mere  business 
point  of  view — provided  that  the  question  of  security 
is  gone  into  with  sufficient  care.  For  over  the  broader 
surface  liability  is  distributed,  the  more  it  is  divided 
into  particles,  the  better  secured  is  it  ordinarily  held 
to  be.  Fifty  eggs  are  safer  in  ten  baskets  than  in 
one.  The  bank's  own  interest  requires  that  the  credit, 
for  however  long  intended,  should  be  actually  short. 
The  shorter  the  term,  the  more  effective  control  does 
the  bank  retain  over  the  loan.  But  in  addition  to 
this — and  this  is  the  second  point  implied  in  the  selec- 
tion of  the  acceptance — the  shorter  the  term,  the  more 
readily  convertible  is  the  acceptance.  And  that  is 
a  point  which  managers  of  co-operative  banks  will 
do  well  to  keep  constantly  in  view.  A  bank's  stock 
of  acceptances  held  should  be  of  such  a  nature  that 
they  may  at  any  time  be  converted  into  money  by  being 
passed  on.  That  means  that  not  only  should  they  be 
good  in  themselves,  but  beyond  that  also  timed  for  a 
short  period.  Three  months  is  the  regulation  time, 
and    very    strait-laced    banks    still    adhere   to    the    rule 
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originally  adopted  that  after  such  term  there  should 
be  only  one  renewal  tolerated,  but  not  encouraged. 
So  narrow  a  rule  it  is,  however,  difficult  to  enforce. 
And  the  main  point  after  all  is  that  the  acceptance 
should  be  readily  saleable.  Long  bills  are  not. 
Credit  to  In    respect    of    agriculture    an    exception    has    to    be 

Agriculture.  made  to  the  rule  just  laid  down.  I  shall  have  to 
speak  ujx)n  this  point  at  greater  length.  Suffice  it 
now  to  say  that  in  advances  made  for  agricultural 
purposes  longer  periods  arc  permitted,  but  the  accept- 
ance is  all  the  same  in  most  cases  dated  at  three 
months,  though  in  some  at  six.  It  is  understood, 
however,  that  a  number  of  renewals  will  be  permitted, 
subject  to  a  definite  proportion  of  the  principal  being 
repaid  at  each  renewal.  By  this  means  the  total  term 
is  extended,  generally  to  thirty  months,  sometimes 
to  forty-two. 
Variety  of  the  Although  bills  of  exchange  form  the  favourite 
t^ons^  ^^^^^'  medium  for  loans,  they  do  not  constitute  the  only 
one.  V^ery  much  credit  is,  as  observed,  now  given 
in  the  shape  of  cash  credit,  which  may  be,  but  is 
not  invariably,  secured  by  acceptance.  When  it  is, 
such  acceptance  is  not  kept  for  the  purpose  of 
"  liquidity,"  but  for  easy  recovery.  Although  pledges 
— other  than  effects — are  not  in  general  favour,  some 
lending  takes  place  upon  security  of  such  kind,  in 
the  main  to  assist  poor  people,  to  whom  such  security 
is  the  readiest  and  most  available.  Some  lending 
is  done  on  note  of  hand.  One  bank,  at  any  rate,  that 
of  Bergamo,  which  is  a  good  bank,  lends  on  pledges 
sans  dessaisissement — pledges  which  remain  in  the 
borrower's  use,  as  they  might  here  under  a  bill  of 
sale,  only  without  the  ignominy  of  a  public  record  of 
the  act.  Mortgages,  as  observed,  are  generally  for- 
bidden. But  the  banks  lend  on  "  dock  warrants 
and  on  invoices,   on  labour  bills,  and  on  a.  variety  of 
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similar  instruments  common  among  trading  and  manu- 
facturing   folk,    but    not    generally    negotiable    except 
as  an  act  of  special   consideration  and  at  a  high  dis- 
count.     To    be    able    to    borrow   on    such   at    ordinary 
rates  of  interest  constitutes  a  material  convenience  to 
the  public.     For  instance,  a  tradesman  having  money 
owing   to   him   from   a   customer  need   but   obtain   the 
latter's  acknowledgment  of  the  correctness  of  the  debt 
—provided  that   the   debtor   is    "  good,"   or   can   make 
himself  so  by  security— to  have  the  account  discounted. 
Under    this    arrangement    builders    carrying    out    con- 
tracts  can  receive   the  money  wherewith  to  pay  their 
workmen    while    the    work    is    in    progress  ;    a    printer 
working    for    a    publisher    who    demands    long    credit 
can   obtain   his   money.      It   is   very  common  for  poor 
people  to  buy  sewing  machines  with  money  borrowed 
from  a  People's  Bank,   which  practice  of  course  they 
find    exceedingly   useful  ;     it   secures   to   them   all   the 
conveniences    of    the    "hire-purchase    system,"    with- 
out   exacting    its    extortionate    price.      It    is    doubtful 
if   by   any   method   the   danc/ie   have   rendered   to   the 
humble  trading  classes  and  small  folk  generally  more 
material  and  more  welcome  service  than  by  this  con- 
venient, popularised  lending.    The  practice  has  proved 
useful  beyond  that  ;    for  it  has  to  a  considerable  extent 
altered  the  custom  of  trade  by  its  example,  and  made 
cash  payments  the  rule  in  the  place  of  credit.     Again, 
banks  advance  money  on  rents  falling  due,   or  indeed 
on    any    prospective     claim     sufficiently     assured    and 
acknowledged.      The    People's   Bank    of   Bergamo   has 
advanced   money    on    cocoons,   secured   by  the   under- 
taking that  the  spun  silk  shall  not  leave  the  spinner's 
house    till    the    debt    has   been   repaid.      To    the   small 
silk -growers  this  has  proved  a  substantial  benefit. 

And  as  a  matter  of  course  the  banks  have  not  stood 
still    at    the    dispensing    of    credit.       In    small    banks, 
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acting  for  a  limited  number  of  members  of  humble 
financial  status,  no  more  than  credit  was  required.  The 
large  banks  have  become  banks  indeed,  banks  in  the 
fullest  sense  of  the  term,  rendering  every  variety  of 
banking  service — busy  hives  of  business  the  largest 
are,  in  which  every  banking  requirement  is  readily 
satisfied. 

In  lending  invariabh-  the  preference  is  given  to  small 
amounts,  which  has  resulted  in  a  low  mean  figure  for 
advances  granted.  Some  recent  statistics  show  that 
20.97  per  cent,  in  number,  19.37  i^er  cent,  in  valuc^ 
have  ranged  from  201  to  500  lire  ;  10.18  per  cent, 
in  number,  21.14  in  value,  from  501  to  1,000  lire; 
4.30  per  cent,  in  number,  and  29.00  in  amount,  from 
1,001  to  5,000  lire.  Accordingly,  close  upon  70  per 
cent,  of  the  money  v/as  lent  in  sums  ranging  from 
£8  to  £200.  Only  .53  per  cent,  in  number,  13.45  per 
cent,  in  value,  went  beyond  5,000  lire  ;  and  67.02  in 
number,  17.04  in  value,  fell  short  of  200  lire. 
The  •' I'resiiio  As  has  been  said,  it  was  M.  Luzzatti's  desire  that  the 
poor — those  too  poor  to  join  a  bank  as  members — 
were  to  derive  some  direct  benefit  from  the  banks. 
This  is  one  means  by  which  banks  laying  themselves 
out  for  much  "  business  "  seek  to  salve  their  '*  co- 
operative "  conscience.  "  Co-operation  "  is  in  Italy 
not  rarely  confounded  with  "philanthropy."  Many 
fine  things  have  been  said  in  praise  of  the  prestito 
suir  onore,  the  "  loan  of  honour,"  by  means  of  which 
loans,  not  intended  as  gifts,  are  distributed  among 
deserving  poor  folk.  But  this  is  not  really  business, 
although  it  apes  its  form.  1  have  found  competent 
bankers  rather  disjxjsed  to  withdraw  from  it.  They 
would  sooner  give  money  in  the  form  of  charity. 

Of  course,  the  banks  do  not  give  their  money  to 
every  vagabond  who  may  claim  it.  They  have  special 
committees  appointed  to  inquire  into  cases.    Thus  the 
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Banca  Popolare  of  Bologna  nominates  a  distinct  com*- 
mittee  of  five  to  deal  with  the  matter.  Some  other 
banks — as,  for  instance,  those  of  Cremona  and  Bergamo 
— entrust  the  distribution  of  the  money  voted  to  some 
allied  friendly  society.  The  Banca  Popolare  of  Milan 
makes  a  point  of  having  always  some  representatives 
of  local  friendly  societies  on  its  "  loans  of  honour  " 
committee.  Most  of  the  loans  granted  are  small.  But 
I  have  come  across  grants  to  one  man  of  300  lire 
(£20),  and  even  more.  The  Banca  Popolare  of  Milan 
and  the  Banca  Popolare  of  Bologna  never  grant  more 
than  200  lire  to  one  applicant.  The  Banca  Cooperativa 
Operaia  of  Milan  (founded  only  in  1884,  with  a  sub- 
scribed capital  of  134,800  lire)  had  in  1890  granted 
1,455  such  loans,  655  being  under  50  lire  each, 
595  between  50  and  100  lire,  and  25  upwards  of  that 
amount . 

The  "  loan  of  honour  "  is  always  made  repayable  by 
instalments — as  a  rule,  in  ten  months,  though  in  some 
cases  the  time  of  repayment  is  spread  out  over  sixty 
weeks  or  even  longer.  Some  banks  charge  a  moderate 
interest,  others  lend  gratuitously.  From  the  banche 
popolari  the  useful  institution  of  prestiti  siilV  onore  has 
spread  over  the  whole  network  of  provident  institu- 
tions in  Italy.  The  istitiiti  di  muiuo  soccorso  have 
taken  it  up,  and  most  friendly  trade  societies — stone- 
masons', barbers',  sign  painters',  and  so  on — practise 
it  as  a  regular  part  of  their  business. 

The  Banca  Popolare  of  Milan  for  some  time  handed 
over  its  annual  quota  to  the  Banca  Operaia,  a  working- 
men's  bank,  to  distribute.  However,  that  little  bank 
soon  came  to  grief  through  bad  management.  I  cannot 
find  any  very  recent  data  recorded  as  to  prestiti  suW 
onore.  It  deserves  to  be  mentioned  that  losses  from 
prestiti  sail*  onore  appear  to  have  been  few  and 
trifling.      In  the  case  of  the  Banca  Popolare  of  Milan, 
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"  Banche 
Popolari "'  as 
Distributors 
of  Relief. 


Credit  to 
Agriculture. 


in  twelve  years  they  did  not  amount  to  10  per  cent.  In 
1890  the  Banca  Popolarc  dl  Credito  of  Padua  reported 
only  2,000  lire  of  losses  out  of  100,000  lire  ;  only 
43  "  doubtful  "  loans  out  of  2,000  contracted.  The 
Banca  Popolare  of  Bologna  in  the  same  year  set  down 
only  2,000  out  of  100,000  lire  lent  as  "doubtful." 
In  1889,  out  of  9,250  lire  lent  out  in  93  loans,  it  had 
lost  313  lire. 

Incidentally  it  may  be  deserving  of  mention  that  in 
cases  of  floods,  earthquakes  and  similar  catastrophes 
banche  popolari  have  been  found  exceedingly  useful 
organisations  for  distributing  charitable  relief,  making 
the  same  amount  of  money  go  further  by,  in  a  sense, 
lending  it  rather  than  giving. 

It  remains  to  discuss  one  decidedly  important  form  of 
credit  which  figures  very  prominently  indeed  in  the 
catalogue    of   services    rendered   by   banche   popolari. 

Time  has  been  when  in  the  teeth  of  very  patent  facts 
it  was  denied  that  banche  popolari  of  the  Luzzatti  type 
could  be  useful  to  agriculture.  It  was.  the  old  fable 
carried  across  the  Alps  from  Germany.  Guelphs 
and  Ghibellines  were  at  war.  That  war,  in  which  very 
disproportionate  forces  were  pitted  against  one  another, 
was  in  Italy  brought  to  a  happy  conclusion  in  1907 
at  the  Congress  of  Cremona.  From  that  date  forward 
"  Luzzatti  "  and  "  Wollemborg  "  have  fought  and 
worked  as  allied  forces.  Would  that  a  similar  agree- 
ment between  "  Schulzc  "  and  "  Raiflfeisen  "  could  be 
])rought  about  in  Germany  !  Beyond  doubt  the  Italian 
banche  popolari  have  done  and  continue  to  do  a  great 
deal  indeed  for  agriculture  ;  and  it  is  really  not  their 
fault  if  they  have  not  done  more.  A  mere  look  at 
the  business  of  such  banks  as  those  of  Cremona,  Lodi, 
Brescia,  and  Rovigo  must  prove  this.  The  statistics  of 
1898,*  moreover,  show  that  in  that  year  the  banche 
*  There  are  no  later  statistics. 
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popolari  reporting  advanced  "to  agriculture"  the 
goodly  sum  of  104,943,582  lire — more  than 
£4,000,000.  The  Banca  Po polar e  of  Bologna  in  the 
decade  preceding  that  year  lent  out  in  all  84,074,297 
lire  for  agricultural  purposes,  of  which  sum  49,207,788 
lire  went  in  4,046  loans  to  large  landowners,  4,416,978 
lire  in  804  loans  to  large  tenants,  25,974,660  lire  in 
21,494  loans  to  small  landowners,  and  3,454,871  lire 
in  2,075  loans  to  small  tenants.  The  Banca  Coopera- 
tlva  of  Padua  reckons  that  about  a  quarter  of  its 
general  lending  goes  to  agriculture.  And  in  such 
business  there  has  long  been  a  steady,  though  slow, 
advance  observable. 

Without  question,  the  Italian  banc  he  popolari  do  a 
great  deal  of  lending  in  support  of  agriculture. 

Credit  to  agriculture  has,  in  truth,  long  been  the  Various 
peculiar  pet  child  of  Italian  legislators  and  economists.  Methods  tried. 
It  has  all  along  been  felt  to  be  so  much  needed.  And 
at  the  same  time  it  has  proved  so  difficult  !  As  the 
outcome  of  an  agitation  immediately  succeeding  the 
establishment  of  political  union,  the  Italian  Government  The  Law  of 
in  1869  passed  a  special  law  which  authorised  a  '^' 
number  of  banks  to  issue  notes  for  specified  amounts 
— 30,  50,  and  100  lire — on  the  security  of  certain  cash 
balances  held.  The  notes  issued  serve  as  legal  tender 
in  their  provinces,  and  pass  current,  indeed,  much 
beyond.  One  would  have  thought  that  this  must  be 
a  highly  profitable  business  for  the  banks.  However, 
the  country  has  never  taken  to  the  system.  The  brief 
term  to  which  lending  under  this  law  is  restricted — 
three  months — was  of  course  against  any  extensive 
business.  In  addition,  the  difficulty  of  having  to  be  pre- 
pared to  cash  whatever  paper  was  issued  the  moment 
at  which  it  might  be  presented,  prompted  the  issuing 
banks  themselves  to  keep  their  issue  within  bounds. 
There    are    now    only    two    credit    institutions    issuing 
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under  this  law,  namely,  the  excellent  Savings  Bank  of 
Bologna,  and  the  equally  well-managed  Monte  dei 
Paschi  of  Siena,  and  their  joint  issue  has  dwindled 
to  about  £64,000  in  all,  which  is  an  inconsiderable 
sum. 
"Carteiie  Approaching  the   same  task  from  a  more   indepen- 

'^"'^'^'  dent,    but    perhaps    a    more    practical,    standpoint,    M. 

Luzzatti  endeavoured  to  adapt  our  practice  of  Ex- 
chequer Bills  and  Treasury  Bonds  to  the  Italian  market. 
He  introduced  the  buotii  di  tesoro  d*agricoltura  or 
carteiie  agrarie,  which  under  the  shape  of  bills  or 
bonds  secure  credit  for  long  periods.  Before  issuing 
such,  he  prudently  made  sure  of  the  willingness  of  the 
large  banks  to  discount  them.  It  is  interesting  to  note 
that  in  thus  adapting  themselves  to  the  demands  of 
agricultural  credit,  the  banche  popolari  have  introduced 
into  their  regolamento  a  rule  evidently  borrowed  from 
the  Raiffeisen  banks,  which  requires  borrowers  to  state 
the  object  of  their  loan  beforehand  and  to  adhere 
to  it  on  pain  of  forfeiture.*  The  business  actually 
done  has  not  realised  the  hopes  entertained.  So  far 
as  I  can  gather,  the  carteiie  have  been  taken  up  in 
the  main  by  friends  of  the  movement,  as  a  means 
of  lending  support  to  a  good  cause.  There  is  no  bond 
fide  business  done  in  them  in  the  market.  It  wants, 
as  has  been  already  said,  a  stronger  body  than  co- 
operative banks  to  make  Exchequer  bills  pass  current. 
The  Law  of  In    1 887,   whcn   the  law   of    1869  had   incontcstably 

^'  proved  a  failure,   the   Italian  Government   decided  ex- 

perimentally to  adopt  M.  Luzzatti's  new  plan,  which  was 
based  upon  the  provisions  of  our  Lands  Improvement 
Act,  fortifying  it  by  the  imposition  of  (Government 
authority.     The  Act  of  that  year  gives  power  to  credit 

*  Rcj^olamento  I'rovvisorio  per  I'emissione  dci  Uuoni  agrari  prcsso 
Ic  Banche  J'opolari  del  I'riino  Cruppo  italiano(KuIe  4  in  Ettorc  Levi's 
Maniiale,  p.  548). 
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institutions  to  issue  bonds  running  for  a  fixed  period 
{cartelle  a  scadenza  fissa),  for  the  length  of  which  "Carteile 
no  limit  is  laid  down.  In  practice  I  believe  that  two  scadenza 
years  is  about  the  longest  term  permitted.  The  loans 
issued  under  this  law  may  be  secured  either  by  mort- 
gage, or  else  by  a  "  privilege  "  equivalent  to  that 
given  under  our  law  of  distress.  To  ensure  this, 
lenders  must  have  their  claim  registered.  This  is 
done  free  of  charge.  But  it  means  a  great  deal  of 
trouble  and  delay  and  entanglement  in  red  tape.  The 
Savings  Bank  of  Bologna,  which  probably  does  the 
largest  business  of  this  sort  among  non- Government 
institutions,  had  some  time  ago  about  1,700,000  lire 
(£68,000)  of  such  cartelle  in  circulation.  That  is 
not  very  much.  Generally  speaking,  the  second  ex- 
periment is  admitted  to  have  resulted  in  failure  like 
the  first. 

To  Signor  Sani,  late  Manager  of  the  Banca  Popolare  m.  Sams 
of  Bologna — one  of  the  largest  and  most  enterprising  ^^^^'^"'^'• 
and  original  of  Italian  People's  Banks — the  method 
prescribed  by  the  law  of  1887  appeared  from  the  outset 
so  little  contrived  to  serve  its  purpose,  that  he  preferred 
to  make  the  ordinary  practice  of  lending,  on  acceptance 
or  by  cash  credit,  available  for  agricultural  uses. 
Being  exceptionally  strong  in  capital  and  deposits, 
his  bank  was  in  a  particularly  good  position  to  venture 
upon  the  experiment.  Long  terms  could  not  occasion 
any  serious  inconvenience  to  it.  The  agricultural  popu- 
lation of  the  district  consists  mainly  of  freeholders. 
However,  mortgages  would  be  inconvenient  as  a  secu- 
rity. So  the  bank  secures  itself  by  sureties  or  deposited 
effects — mainly  by  sureties — lending  on  acceptance  for 
the  term  of  six  months — after  which  a  renewal  may 
be  granted — or  by  cash  credit  for  the  term  of  a  twelve- 
month, on  the  expiration  of  which  the  credit  may 
likewise  be   renewed.       In   either   case   interest   stands 
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at  5  per  cent.  This  method  has  proved  not  only 
acceptable  to  the  agricultural  population,  but  also  very 
safe.  It  is  easily  applicable,  even  without  the  pre- 
caution of  local  committees  such  as  are  usual  in 
Germany,  because  the  large  council  of  the  bank  in- 
cludes men  from  all  districts,  persons  who  know 
sufficient  about  the  agricultural  population  to  be  able 
to  ascertain  and  advise  what  borrowers  deserve  to  be 
trusted.  In  any  case  there  have  been  no  losses. 
How  it  is  ^^-  Sani's  method,  being  simple  and  practical,  is  the 

applied.  method  which,  roughly  speaking,  all  agricultural  banks 

dealing  at  all  in  agricultural  credit  have  elected  to 
put  into  practice — Lodi,  Brescia,  Bergamo,  Cremona, 
Rovigo,  and  that  whole  cluster  of  smaller  banche 
po  polar  i  which  the  late  Postmaster -General  of  Italy, 
M.  Maggiorino  Ferraris,  has  helped  to  raise  up  in  his 
native  country  of  Piedmont,  established  mainly  for 
the  service  of  agricultuce .  The  cash  requirled  is  pro- 
vided either  by  the  steady  inflow  of  deposits,  the 
command  of  a  strong  reserve  fund,  or  the  issue  of 
long-term  bonds,  which,  after  all,  secure  something  to 
strong  banks.  Or  else  banks  of  this  kind  adopt  the 
precaution  of  keeping  a  comparatively  large  proportion 
of  their  funds  invested  in  readily  marketable  securities 
of  steady  value,  so  as  to  be  prepared  for  sudden  calls. 
These  securities  arc  made  to  answer  the  same  purpose 
as  the  "  mobilised  portfolio."  In  Italy,  where  Govern- 
ment Consols  pay  3f  per  cent,  interest,  and  Post  Office 
Savings  Banks  accordingly  make  a  profit,  this  is  an 
easier  process  than  it  would  be  in  the  United  King- 
dom. In  any  case  the  banks  show  that  they  can  provide 
the  money.  To  ascertain  the  borrowing  value  of  their 
clients  they  employ  pretty  much  the  same  methods 
as  the  German  banks.  They  have  branches,  or  local 
committees,  or  else  local  men  to  whom  they  can  apply 
for  information.       In  many  cases  the  task  is  facilitated 
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by  a  combination,  very  usual  in  the  country,  of  tax- 
gathering  with  banking",  which  provides  useful  infor- 
mation, brings  people  to  the  "  shop/'  secures  a  small 
profit,  and  materially  reduces  the  otherwise  heavy 
taxes  levied  upon  the  bank  itself.  On  the  other  hand, 
the  work  is  more  difficult  than  in  Germany,  because 
among  the  agricultural  population  the  proportion  of 
tenants  is  very  large,  and  tenants  have  rent  to  pay,  in 
default  of  which,  as  in  England,  they  may  be  dis- 
trained upon,  under  a  law  which  is  as  severe  as  our 
own.  That  is  one  reason  why  it  is  absolutely  indispens-  personal 
able  that  the  credit  granted  should  be  personal.    "  This  Credit  a 

Necessity, 

is  all  the  more  important  in  a  province  like  our  own,  in 
which  large  properties  predominate,  and  tenant  hold- 
ing makes  of  it  an  absolute  necessity."  So  wrote  to 
me  the  late  Tullio  Minelli,  Chairman  of  the  Co-opera- 
tive Bank  of  Rovigo,  which  in  1894  lent  out,  out  of 
7,900,000  lire  in  all,  about  4,740,000  lire  (£189,600) 
to  farmers.  "  Tenant -farming  imposes  pei"sonal  credit 
as  a  necessity."  In  the  district  of  Rovigo,  the  land- 
lord is  generally  applied  to  for  information  about  his 
tenant,  and  in  many  cases  he  readily  goes  bail  for 
him.  In  the  Lodigiano,  where  there  are  many  large 
farmers,  farming  600  to  800  acres  and  more,  who 
may  require  substantial  sums,  and  who  consider  them- 
selves every  bit  the  landlords'  equals,  such  practice 
is  out  of  the  question.  However,  really,  the  landlord's 
testimony  being  unavailable,  the  tenant  borrowers  are 
all  the  more  careful  to  satisfy  the  bank  with  regard 
to  the  danger  of  a  distress.  In  any  case  the  losses 
are  infinitesimal. 

I  abstain  from  entering  in  any  detail  into  the  semi- 
charitable  or  philanthropic  lending  of  a  purely  agri- 
cultural kind  (for  small  holders)  practised  by  some 
co-operative  banks,  because  that  is  not  business  but 
almsgiving. 
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In  another  chapter  *  a  new  method  has  been  ex- 
plained b\  which  the  Government  is  endeavouring 
to  develop  co-operative  credit  for  the  benefit  of  agri-^ 
culture,  and  more  particularly  of  small  agriculture, 
with  the  help  of  State  funds. 
Credit  Before   taking  leave   of  the   subject  it  may  be  well 

through  other    ^q   refer  to   a   further  method   of  assisting  agriculture 

Co-operative  ...  .  . 

Societies.  with   credit   practised   by   the   banche   popolari  which, 

simple  as  it  is,  has  been  found  exceedingly  helpful  — 
so  much  so  that  it  is  now  being  gladly  adopted  by 
French  agricultural  syndicates.  This  method  is  in  prin- 
ciple the  same  which  has  for  some  time  back  been  prac- 
tised with  good  efTect  in  the  Raififeisen  associations  of 
Germany.  The  members  of  the  agricultural  syndicate, 
so  far  as  they  wish  to  avail  themselves  of  credit,  join, 
or  else  form,  a  co-operative  bank,  which,  upon  any 
demand  for  credit  being  made,  of  course,  satisfies 
itself  with  regard  to  their  trustworthiness,  and,  if 
desired,  operis  to  them  a  cash  credit  secured  by  sureties 
or  otherwise.  That  credit,  or  part  of  it,  the  member 
assigns  to  the  agricultural  syndicate,  which  thereupon 
opens  him  a  corresponding  credit  for  the  purchase  of 
the  articles  in  which  it  deals.  He  may  make  use  of 
such  credit,  or  he  may  not.  If  he  does  not,  he  will 
have  nothing  to  pay.  The  practice  effectually  helps 
farmers  over  the  difficulties  which  I  have  found  to 
stand  in  the  way  of  agricultural  co-operative  supply  in 
this  country — viz.,  a  want  of  ready  cash.  The  farmer 
buys  j)ractically  on  credit,  like  our  own  poor  or  thrift- 
less farmers  ;  but,  having  made  sure  of  a  credit  with 
the  bank,  he  at  the  same  time  obtains  all  the  benefits 
of  cash  payment  and  co-operative  purchase  with  respect 
to  price  and  quality,  being  charged  only  a  moderate 
interest  by  the  bank  upon  the  money  actually  drawn. 
The  method  is  simple,  but  it  has  its  distinct  advantages. 
*  "Assisted  Co-operative  Credit,"  p.  2og,  &c. 


of  Funds. 
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It  is  time  now  to  turn  to  the  consideration  of  the 
supply  of  funds. 

For  the  provision  of  funds  there  are  shares,  of  course .  The  Provision 
But  such  shares  are  not  really  intended  to  supply  work- 
ing funds,  but  as  "  capital  of  guarantee."  There  are, 
again,  entrance  fees,  by  whicli  M.  Luzzatti  sets  some 
store — but  rather  because  they  tend  to  keep  people 
in  the  bank  than  because  they  help  to  swell  the 
volume  of  available  capital,  Avhich  they  are  far  too 
small  to  do.  The  largest  entrance  fee  levied  is  of  the 
amount  of  £  i  ;  but  most  are  smaller,  some  very  small 
indeed.  Next,  there  are  the  reserve  funds,  to  the 
systematic  building  up  of  which,  once  more,  M.  Luz- 
zatti attaches  great  value,  and  to  the  accumulation  of 
which  Italian  banche  popolari  pay  considerable  atten- 
tion, raising  the  reserve  fund  in  not  a  few  cases  above 
the  amount  of  the  share  capital.  So  it  is  in  the 
People's  Bank  of  Bologna,  which  has  2,931,664  lire 
reserve  funds  to  1,586,728  lire  share  capital.  So  it 
is  in  the  "  Catholic  "  Bank  San  Paolo  of  Brescia, 
which  has  484,088  lire  reserve  funds  to  only  100,000 
lire  share  capital.  There  are  more.  People's  Banks 
as  a  rule  carry  from  20  to  25  per  cent,  of  their  annual 
profits  regularly  to  reserve.  That  is  the  proportion 
recommended  by  an  old  expert,  M.  Ettore  Levi.  How- 
ever, reserve  funds  were  intended,  not  to  be  absorbed 
in  business,  but  to  be  kept  in  reserve  against  unforeseen 
contingencies. 

In  the  earliest  years  of  their  existence  the  co-opera- 
tive banks  were  allowed  the  privilege  of  issuing  notes, 
which  was  at  that  time  considered  exceedingly  valu- 
able. It  so  happened,  moreover,  that  small  notes  were 
at  that  period  very  much  appreciated  in  Italy.  By 
1872  accordingly  the  banche  popolari,  then  eighty  in 
number,  found  themselves  with  as  much  as  1,022,000 
lire  worth  of  these  notes  in  circulation,   for  the  most 
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part  of  the  tive-penny  denomination.  However,  the 
privilege  was  withdrawn  in  1874.  The  note  issue 
ceased — and  the  People's  Banks  have  not  suffered  any 
loss  by  the  change.  Since  that  time,  indeed,  other 
banks  have  discovered  that  note  issue  is  not  all  gain. 
The  Banche  ^^-  Luzzatti  accordingly  looked  further  for  his  supply 

as  Savings        ^f  cash.     And  in  strict  accordance  with  the  principles 

Banks.  '■  ^ 

taught  by  Schulze,  he  looked  for  it  above  all  things  to 
the  collection  of  deposits,  more  particularly  savings 
deposits. 

One  reason  for  this  is  that,  as  he  has  often  impressed 
upon  his  followers,  he  desired  his  banks  to  be  inde- 
pendent. One  of  his  watchwords  is  :  si'ete  indepcndenii 
sernpre,  isolate  mai,  that  is  :  let  it  be  your  constant 
endeavour  to  exist  by  your  own  strength,  but  never 
cut  yourselves  off  from  others  of  your  kind.  There  is 
no  source  of  supply  which  makes  so  much  for  independ- 
ence as  savings  deposits.  Other  deposits  lump  heavier 
at  first,  but  are  withdrawable  at  somebody  else's  wish 
than  the  banker's,  and  then  leave  big  voids.  To  guard 
against  this  M.  Luzzatti  has  fallen  back  upon  buoni 
fruttiferi  a  scadenza  fissa,  that  is,  interest -bearing 
bonds  issued  for  long  lixed  periods.  For  such  a 
higher  rate  of  interest  may  be  paid.  After  rather  a 
protracted  period  of  not  very  successful  struggle,  these 
bonds  have  in  a  limited  number  of  cases  of  very  good 
and  strong  banks  succeeded  in  ingratiating  themselves 
with  the  public,  more  especially — which  is  not  in 
itself  particularly  desirable — the  larger  denominations 
running  for  a  long  period.  They  appear  to  be  pur- 
chased, as  M.  Minotti,  Managing  Director  of  the 
People's  Bank  of  Bologna,  advi.ses  me,  for  the  ])urpose 
rather  of  more  or  less  jxirmanent  investment,  than  of 
tcmjx)rary  deposit.  However,  useful  as  these  bonds  havo 
otherwise  shown  themselves  to  be,  they  possess  the 
drawback    of    burdening    the    bank    with   a    debt    at   a 
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comparatively  high  rate  of  interest  whether  it  require 
the  money  or  not. 

Savings  deposits,  besides  being  educationally  a  good 
thing  in  themselves,  are  far  more  convenient  to  rely 
upon.  In  urging  their  collection  M.  Luzzatti  pursued 
a  wider  object  than  that  of  providing  his  bank  with 
funds.  He  aimed  at  training  the  people  systematically 
to  thrift,  and  at  the  same  time  at  keeping  the  money 
produced  in  a  district  within  that  district,  to  fructify 
there  and  benefit  the  section  of  the  population  from 
which  it  had  been  gathered.  "  But  for  that  institu- 
tion," so  Sir  J.  S.  Lumley  quotes  M.  Luzzatti  as  saying, 
while  applying  his  observation  to  the  banche  popolari 
generally,  "  the  whole  of  the  savings  of  Lombardy 
would  be  concentrated  at  Milan,  and  the  blessings  of 
commercial  and  agricultural  credit  would  be  unknown, 
not  merely  in  small  places,  but  even  in  large  towns  such 
as  Bergamo,  Brescia,  Cremona,  Pavia,  Lodi,  &c.,  where 
the  savings  deposited  in  savings  banks  amount  to 
millions  of  francs."  The  banche  are  antagonistic  to 
monetary  "  wens,"  they  localise  and  decentralise.  The 
collection  of  deposits  has  accordingly  been  made 
one  main  feature  in  the  Italian  system,  and,  as  we 
shall  see,  not  without  distinct  success. 

As  an  encourager  of  thrift  there  could  not  be  a  more  Large  inflow 
effective  agency.  The  banche  have  become  one  of  the  Deposits^^ 
most  favourite  species  of  savings  banks  known — not 
because,  as  has  been  suggested,  they  allow  a  higher 
rate  of  interest  than  the  public  savings  banks.  The 
official  returns  published  show  the  rate  of  interest  to 
vary  considerably  in  individual  banks,  descending  as 
low  as  2h  per  cent,  (which  is  below  public  savings 
bank  rate/,  and  rising  in  some  instances  as  high  as  7 
per  cent.  The  reason  why  the  Banca  Po polar e  is  the 
general  favourite  seems  to  be  that  it  is  the  local 
people's  own.     In  1894  the  banche  popolari  had  among 
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them  206,825,358  lire  (£8,273,014)  of  savings  money 
in  their  tills.     The  Banca  Po polar c  of  Milan  alone  in 
1890  held  33,500,000  lire.    The  little  banca  of  Lonigo, 
which  from  being  a  succursale  of  Mcenza  in   1877  set 
up    as    an     independent    little    establishment,    with    a 
capital     of     150,000     lire     (£6,000),     held     in     1890 
1,522,728  lire  of  savings  banks  deposits,   in  addition 
to    1,213,706   lire    of   other    deposits    (practically   also 
savings),  and  336,677  lire  balances  on  current  accounts. 
"  Voild   plus   de    3,000,000   lire   (Vepargne   constitute 
gouiie  a  goutte,''  remarks  M.  Rostand.     And  he  goes 
on  to  explain  :    "  The  local  Post  Office  Savings  Bank 
has  few  customers  ;    as  happens  everywhere  where  the 
initiative    is    strong,    these    intelligent    workers    prefer 
independent  ])rivate  action  to  the  action  of  the  State, 
and  understand  the  advantage  which  they  derive  from 
carrying  their   money   to   a  place   from   which   it   will 
return  to  them  as  a  fertilising  dew  in  the  shape  of  loans 
or  the   discounting   of  bills."      Official   statistics   show 
that    in    the    year    1893,    with    their    small    capital    of 
II 4.7 22, 132  lire.  People's  Banks  in  Italy  had  attracted 
372,164,388  lire  of  deposits,  whereas  ordinary  banks, 
commanding   share   capital   more  than  twice  as  large, 
viz.,    260,465,920  lire,   had  been  able  to  attract  only 
349,093,984  lire,  actually  a  smaller  sum,  in  the  deposit 
market.      By    the    end    of    1906    the    share    capital    of 
People's    Banks    had    increased    to     132,686,132    lire, 
and   their   holdings    in    deposits   to    718,653,571    lire. 
I  have  not  the  corresponding  figures  of  other  banks. 
There  is  nothing  to  account  for  this  striking  difference 
except    the    greater     confidence     reposed    in    People's 

Banks . 
Re-discounts.         However,    deposits   are   after    all    withdrawable,    and 
not  in  themselves  likely  to  provide  as  much  money  as 
an   active   bank   may   be   exjxjcted   to   require   in   busy 
times.     There  are  banks  for  which  deposits  are  entirely 
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sufficient.  M.  Scotti,  of  Acqui,  has  laid  it  down  that 
"  a  good  deposit  bank  should  stand  in  no  need  of 
further  supplies."  But  his  experience  has  been 
gathered  in  a  comparatively  small  bank  in  a  distinctly 
rural  district.  Banks  in  active  industrial  centres,  and 
even  in  some  rural,  are  differently  situated,  and  must  at 
any  rate  have  a  safety-valve  open,  by  which  to  help 
themselves.  Mere  commonplace  borrowing— so  much 
money  for  such  a  time— will  not  answer  the  purpose, 
because  it  ties  down  the  bank  to  fixed  periods  and 
may  involve  its  having  borrowed  money  lying  idle. 
So  here  we  come  back  once  more  to  the  indispen- 
sableness  for  banking  purposes  of  the  convertible  ac- 
ceptance, which  for  this  reason,  once  more,  M.  Luz- 
zatti  made  the  preferable  medium  of  credit  in  his 
banks.  And  what  with  deposits  and  rediscounts  the 
banche  po  polar  I  raise  all  the  money  that  they  require. 

Thus  judxiously  constructed,  "  fitly  joined  together  "   Merits  and 
in  all  its  parts,  the  fabric  of  Italian  People's  Banks  has   s'Sm  "^'^^ 
shown  itself  admirably  adapted  for  the  discharge  of  a     ^'^^"'' 
surprising  variety  of  functions. 

Quite  enough  has  surely  been  said  to  show  with 
what  liberal  hand  the  banche  popolari  deal  out  their 
money,  be  it  in  showers  or  be  it  in  driblets,  to  the  small 
artisan  or  to  the  substantial  yeoman— readily,  smoothly, 
safely,  with  remarkable  adaptability  to  varying  circum- 
stances. 

What  a  stream  of  almost  exhaustless  beneficence 
does  this  system  of  People's  Banks  seem  to  turn  loose 
upon  a  thirsting  world  !  And  how  wasteful  do  our  own 
profuse,  but  carelessly  distributed,  gifts  appear  by  the 
side  of  these  self-repaying  loans  !  It  may  be  said  that 
we  have  the  money,  and  need  not  look  to  economy. 
But  our  carelessness  leaves  such  a  wide  margin  of  dis- 
tress which  goes  without  benefit.  And  the  greatest  bene 
fit  of  all,  the  lesson  which  teaches  people  how  to  help 
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themselves,  how  to  make  the  help  received  from  others 
go  furthest,  the  lesson  of  thrift  and  businesslike  habits, 
in  our  free-handed  but  easy-going  giving— which  is 
the  product  rather  of  instinct  than  of  reflection— we 
generally  miss  altogether. 
Spread  and  As  might  have  been  expected,  once  the   "  Utopian- 

Gro^^^hof         jgm  "    of    M.    Luzzatti's    scheme    had    been    disproved 
Popoiari.  by   facts,   once   the   People's   Banks   had   shown  them- 

selves truly  beneficent  associations,  hindrances  dis- 
appeared, and  the  banks  muhiplied  pretty  rapidly.  Up 
to  1883,  indeed,  the  adverse  law  stood  in  the  way.  Their 
number  increased  by  nine,  two,  seven,  five,  ten  in  the 
year.  Nevertheless,  in  1 882  it  already  stood  at  206,  with 
an  aggregate  capital  and  reserve  of  57,822,000  lire 
(£2,312,880),  that  is,  about  £11,200  per  bank,  and  a 
members'  roll  of  114,072  (821  per  bank)  ;  and  their 
collective  lending  amounted  to  annually  156,042,366 
lire  (£6,241,696).  By  1889  the  banks  had  increased 
to  714  (as  against  159  non -co -operative  credit  institu- 
tions), with  114,979,542  lire  (£4,599'i8o)  capital 
and  reserve,  and  lending  out  annually  285,936,946 
lire  (£11,437,476).  Their  annual  transactions  had 
risen  from  206,899,142  to  425'339'827  lire.  In  1893 
there  were  730  banks  (of  this  system  only,  without 
counting  the  casse  rurali),  of  which  662  sending  in 
returns  under  this  head  showed  a  collective  members' 
roll  of  405,341. 

From  that  date  forward  their  number  increased  much 
more  rapidly.  There  have  been  times  of  setback, 
as  immediately  after  1893,  when  depression  and  slack 
trade  found  out  co-operative  as  well  as  other  banks, 
though  with  very  much  less  severity.  The  number  of 
handle  popoiari  then  went  down  by  ten.  In  every 
respect  their  movement  has  been  characterised  by 
greater  steadiness  than  that  of  other  banks.  It  is 
imjwssible    to    quote    figures    to   show   a   common   rate 
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Of  lending.      The   rates   of  interest   vary   considerably 
which   IS   m   part  to  be  accounted  for  by  the   greater 
value  that  money  possesses  in  the  backward  provinces 
Although  the  quality  of  the  banks  varies  not  a  little 
as  among  themselves,  losses  have  throughout  remained 
triflmg.      Every    now    and    then    a    co-operative    bank 
would  forget   that   it  was   co-operative,   and,   attracted 
by   the   prospect    of   profit,    would    dabble    in   business 
which  Was  not  legitimate  for  it.      However,   generally 
speaking,    such    catastrophes— which    are    entirely    due 
to  departures  from  accepted  rules-have  remained  few 
indeed.     And  there  can  be  no  question  that  generally 
the  business  of  the  Italian  co-operative  banks  is  sound 
and  conducted  on  safe  lines— sounder  and  safer,  more 
uniform  in  its  management,  less  exposed  to  risks  and 
dangers,  than  that  of  other  Italian  banks. 

Of  course  the  spread  of  the  banks  has  been  very  un- 
even. The  "  Utopianism  "  of  the  scheme  having  been 
exploded,  converts  to  the  idea  sprang  up  in  the  most 
widely  separated  places,  and  apostles  arose  in  diverse 
quarters  to  carry  the  new  gospel  out  into  the  world. 
In  the  South  of  Italy  banks  grew  up  like  mushrooms- 
only,  in  many  cases,  to  disappear  as  rapidly.  There 
is  no  specific  against  bad  or  careless  practice.  The 
main  strength  of  People's  Banks  now  undoubtedly  lies 
in  the  North,  that  is,  in  Lombardy,  Venetia,  and  Emilia 
with  Piedmont  following  on. 

The  present  strength  of  the  banking  movement  may 
be  gathered  from  the  following  figures.  There  were 
on  31st  December,  1906,*  832  banc/ie  popolari  regis- 
tered under  the  Act,  of  which  number,  however,  only 
lih  sent  in  returns.  Those  710  banks  had  collectively 
a  subscribed  share  capital  of  92,549,384  lire, 
90;  136,491  lire  of  which  was  actually  paid  up.     Their 

That  is  the  latest  date  available  ;  the  new  statistics  are  in  hand 
but  may  not  be  issued  for  a  considerable  time. 
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debit   holdings   in   deposits,   cash -balances,   and   bonds 
issued   amounted   to    735.443.0  5-   lire,   their   holdings 
in    acceptances    to    455.34i,3io    lir^'    i"    addition    to 
76,970,683    lire    advanced    otherwise.      Four    of    the 
banks  referred  to  possessed  share  capital  in  excess  of 
2,000,000  lire,  rising,  in  the  case  of  the  Banca  Popo- 
lare  of  Milan,   to   9o73.300  lire.      These  banks  were 
shown  to  be  very  unevenly  distributed  over  the  king- 
dom.    Campania  possessed  the  largest  number  by  far, 
viz.,    141,   but   then    loi   of  these  reported  a  paid-up 
capital  of  only   6,252,091   lire,  whereas  in  Lombardy, 
the  leading  province  in  the  matter,  seventy-eight  banks, 
out  of  a  total  of  eighty-three,  reported  36,501,988  lire 
paid-up  share  capital,  and  37,394,377  lire  subscribed. 
Their    holdings    in    acceptances    and   bonds    amounted 
to    181,525,447  lire,  their  holdings  in  deposits,  bonds 
issued,   and   customers'   cash-balances   to    295,126,400 
lire.     Venetia  follows  next,  at  a  considerable  distance, 
then  Emilia,  and  in  fourth  rank  Piedmont.    It  is  in  these 
four    active    provinces    mainly    that    the    co-operative 
banking   business    is    concentrated. 

For  more  detailed  particulars  we  have  to  go  back  to 

the  Statistical  Returns  of  31st  December,   1902,  issued 

in    1904.      Out  of   736  banks  registered  at  that  time 

696  reported  a  collective  share  capital  of  85,627,364 

lire,  with   37,231,141    lire  reserve   funds,   and,  by  the 

way,     129,242    lire    invested    in    "loans    of    honour." 

Their    ordinary    deposits    stood    at     104,615,030    lire, 

their    savings    deposits   at    313,407,272   Hre,    out   of   a 

debit    total    of    755,^10,379    lire;     their    holdings    of 

acceptances  discounted  stood  at   355,220,997  lire,  the 

sum   cf    other    advances    due   to    them    at    49,466,^58 

lire.       In     1898     (there    are    no    more    recent    data    in 

detail)   there  were  in    594  of   696  co-operative  banks 

then  registered,  which  furnished  returns,  in  all  381,845 

members.    The  entire  lending  of  the  696  banks  within 
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that  year  amounted  to  824,182,661  lire.  The  mean 
value  of  each  discount  given  w^as  441.96  lire,  of  each 
advance  not  made  by  discount  379.45  lire.  The 
percentage  of  advances  not  recoverable  at  the  time, 
whether  lost  or  only  doubtful,  had  gone  up,  owing  to 
reckless  lending  in  Apulia,  Campania,  the  Abruzzi, 
and  Calabria,  to  3.04  per  cent.  For  Lombardy  it 
stood  at  only  .37  per  cent.,  and  for  Venetia  at  only 
.19  per  cent.  M.  Luzzatti  at  that  time  publicly  com- 
pared the  Italian  banks  with  the  German,  and  found 
that  in  the  place  of  561,  as  in  Germany,  the  Italian 
banks  averaged  642  members,  and  that  the  average 
share  capital  stood  in  594  of  these  banks  at  125,662 
lire  as  compared  with  177,021  lire  in  the  German 
(962  banks),  the  reserve  funds  at  48,977  lire  as  com- 
pared with  56,248  lire,  the  deposits  held  at  635,673 
lire  as  compared  with  732,196  lire,  the  profits  at 
11,498  lire  as  compared  with  13,081  lire,  the  allow- 
ances for  philanthropic  purposes  at  211  as  compared 
with  91  lire,  and  the  lending  at  1,426,724  as  compared 
with  2,107,370  lire.  The  two  sets  of  figures  appeared 
to  him  near  enough  to  prove  that  both  sets  of  institu- 
tions are  carrying  on  more  or  less  the  same  kind  of 
work  in  the  same  sort  of  way.  Of  course  the  German 
banks  are  stronger.  But  M.  Luzzatti  argues  that  the  best 
Italian  are  more  co-operative.  In  M.  Durand's  words, 
they  have  become  "  the  envy  of  Europe."  They  repre- 
sent a  fabric  which,  as  a  financial  power,  ranks  side  by 
side  with  the  Rothschilds  ;  which  does  a  full  third  of  its 
own  country's  banking  ;  and  which  through  its  thou- 
sands of  channels  dispenses  annually  a  stream  of 
millions,  trickling  down  to  the  very  spots  on  which 
help  is  most  needed,  and  bringing  forth  prosperity  in 
trade  and  agriculture,  planting  comfort  in  myriads  of 
homes,  and  feeding,  by  the  enlarged  market  which  it 
supplies,  the  commerce  and  industries  of  Italy. 
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Movement.  That  is  the  picture  which  presents  itself  to  our  eyes 

Its  beginning.  ^Q.^j^y  However,  things  wore  a  very  different  aspect 
in  1863  and  1864,  when  M.  Luzzatti  entered  upon 
his  crusade  against  usury.  He  then  found  himself 
face  to  face  with  a  task  of  no  little  difficulty.  He 
had  his  "  plan  of  campaign  "  ready.  But  his  army  for 
fighting  it  had  still  to  be  created.  There  were  only 
very  few  who  believed  in  his  "  chimera."  The  very 
friends  who  consented  to  join  him  were  sceptical,  and 
contributed  their  small  subscriptions  rather  "  to  oblige 
their  friend/'  or  "  as  one  engages  in  a  doubtful 
charity."  than  with  any  faith  in  the  scheme.  Like 
Schulze  in  Germany,  he  found  himself  hampered  by  a 
socialist  Lassalle,  one  Boldrini,  perpetually  crossing 
his  path  and  acting  the  Shimei  by  him.  However, 
Boldrini  had  no  Bismarck  to  back  him  up,  and  so  his 
opposition  came  to  a  speedy  collapse.  A  more  serious 
hindrance  was  to  be  found  in  the  backward  state  of 
the  Italian  law,  which  recognised  no  societies  with 
unlimited  capital,  such  as  co-operative  associations 
must  needs  be.  Until  1883  the  banche  were  com- 
pelled— innocently  enough — to  sail  under  false  colours, 
styling  themselves  joint-stock  companies,  and  altering 
the  figure  of  their  "  limited  "  capital  from  year  to  year, 
in  order  to  comply  with  the  law.  That  helps  to  explain 
the  comparatively  slow  progress  made  up  to  the  date 
named. 
The  Pioneer  In  spitc  of  all  these  hindrances,   M.   Luzzatti — after 

>na^  ^'^  a    little    co-operative    experiment    made    in    connection 

with  a  friendly  society  at  Lodi  in    1864 — late  in   1865 
decided  upon  starting  his  first  People's  Bank  in  Milan. 
He  found,  as  it  hai)pened,  amid  a  world  of  obstacles, 
I'.ankers  two    forccs    favouring    him.      In    the    first    place   there 

I'copies    *^      were   vast    stores   of   money   lying   ready   to   his   hand 
Hanks  to  jn  the  keeping  of  joint-stock  banks  and  savings  banks, 

Invest  their  i  -n-  i 

Money.  wliose    custodians    were    not    only    wilung.    but    even 
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eager,  to  let  the  new  organisations  have  them,  if  they 
could  at  all  satisfy  them  of  their  trustworthiness.  The 
managers  of  those  institutions  readily  detected  in  the 
new  organisation  an  agent  who  might  be  turned  into 
an  exceedingly  serviceable  ally  and  feeder.  He  could 
open  to  them  a  wide  additional  field  of  business,  all 
the  trouble  of  cultivating  which  would  fall  to  his 
share,  while  most  of  the  profit  would  come  to  them. 
They  resolved  to  trust  him.  In  M.  Luzzatti's  words, 
they  actually  "  vied  with  one  another  "  in  their  efforts 
to  take  the  new  People's  Banks  under  their  "  maternal 
guardianship."  "  In  doing  so,"  M.  Luzzatti  frankly 
insists,  "  they  have  only  consulted  their  own  interest." 
But  all  the  same,  he  gratefully  acknowledges  the  most 
opportune  assistance  received. 

The  second  helping  force  which  from  their  birth  The  Friendly 
stood  the  new  banche  in  good  stead  was  the  friendly  supporrthem. 
societies.  "  We  have  issued,"  so  says  M.  Luzzatti 
in  one  of  his  addresses,  "  from  the  womb  of  the  friendly 
societies  {delle  viscere  mater ne  di  quel  sodalizi  di 
reciproco  aiiito).''  Friendly  societies  were  well  deve- 
loped in  Italy.  The  point  may  become  of  considerable 
importance  to  at  any  rate  one  section  of  our  own 
friendly  societies,  namely,  those  known  as  "  dividing 
societies."  With  a  co-operative  bank  handy,  in  which 
to  lodge  the  money  received  when  the  annual  "  great 
divide  "  takes  place,  the  objection  which  is  quite 
naturally  often  raised  against  such  societies  comes  to 
be  met. 

They  at  once  detected  the  social  and  economic  value 
of  M.  Luzzatti's  idea,  and  took  it  up  readily.  Such 
societies  were,  as  a  matter  of  course,  wholly  debarred 
by  their  rules  from  themselves  practising  co-operative 
banking.  But  if  they  could  not  convert  themselves 
into  loan  banks,  they  could  at  any  rate  supply  the 
banche  with  members  and  secure  to  them  support  by 
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making  their  system  understood  among  those  for  whom 
it  was  mainly  intended.  From  the  first  they  stood  by 
the  banc  he.  The  two  institutions  have  become  sworn 
allies.  And  the  banclie  have  had  many  an  opportunity 
of  repaying  the  favour  of  early  support  by  substantial 
pecuniary  services  rendered  when  they  had  become 
strong. 

On  the  25th  of  May,  1866,  M.  Luzzatti  opened  the 
doors  of  his  modest  little  establishment  at  Milan  in 
a  small  hired  room.  It  was  a  puny  little  affair.  The 
bank  had  but  £28  for  its  capital — oddly  enough,  pre- 
cisely the  same  sum  with  which  our  Rochdale  Pioneers 
entered  upon  an  economic  reform  destined  to  revolu- 
tionise commerce.  "  Mgi\  je  sonscrivis  100  lire, 
j'etai's  le  millionnaire  de  la  bande.''  Of  course  they 
could  employ  no  paid  clerks  or  ofificers.  All  work 
must  be  gratuitous.  But  there  was  a  good  will  at  the 
back  of  the  enterprise.  "  Half  my  heart,"  long  after 
said  M.  Luzzatti  himself,  "  is  wrapt  up  in  the  People's 
Bank  of  Milan." 

The  bank  began  its  petty  business  amidst  sneers 
similar  to  those  which  greeted  the  early  labours  of 
our  co-operators  of  Toad  Lane,  in  the  humblest  of 
ways.  There  seemed  to  be  a  long  uphill  fight  in 
prospect.  However,  in  its  very  first  year  fortune 
stepped  in  to  befriend  the  bantling  institution  in  quite 
an  unexpected  way.  It  had  not  been  in  existence 
many  days  when  a  monetary  crisis,  throwing  all  busi- 
ness into  confusion,  furnished  to  its  founders  an  oppor- 
tunity for  showing  their  ready  resource,  and  enabled 
them,  by  turning  that  chance  to  account,  to  raise  their 
bank  at  once  into  public  favour  and  reputation.  The 
late  Felice  Mangili,  who  was  Secretary  of  the  Bank, 
relates  the  incident  in  bis  Memoria,  published  m  1881. 
Barely  had  the  Bank  of  Milan  opened  the  doors  of  its 
modest   office,   when    Italy   was   plunged   into   war.      In 
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the  then  state  of  affairs  war  necessarily  meant  a 
financial  crisis,  and  the  Italian  Government,  by  way  of 
aggravating  such,  had  anticipated  the  opening  of  hosti- 
lities by  enacting  forced  currency  for  the  notes  issued 
by  the  National  Bank.  There  was  general  consterna- 
tion. Gold  was  at  a  high  premium,  paper  money  was 
correspondingly  depreciated.  The  Savings  Bank  of 
Milan  alone  lost  about  800,000  lire  before  it  rightly 
knew  where  it  was.  The  public  were  in  a  state  of 
ferment,  and  serious  disturbances  were  apprehended. 
The  Banca  Po polar e  promptly  came  to  the  rescue,  offer- 
ing to  issue  buonl  di  cassa — bonds,  or  bills,  that  is, 
not  notes — for  small  amounts,  five,  three,  two  lire, 
against  security.  The  public  jumped  at  the  opportune 
suggestion.  The  Municipal  Council  readily  approved 
it,  and  the  printing  press  was  at  once  set  to  work  with 
admirable  effect.  A  serious  crisis  had  been  averted — 
and  the  reputation  of  the  Banca  Popolare  was  made.* 
Within  a  year  the  number  of  its  members  rose  from 
400  to  1,153  ;  its  capital  grew  to  217,000  lire,  its 
reserve  to  7,902  lire  ;  at  the  end  of  the  twelvemonth 
it  had  discounted  687,606  lire  worth  of  acceptances, 
had  received  341,251  lire  of  deposits,  the  total  of  its 
transactions  stood  at  10,957,086,  its  profits  at  16,030 
lire.  It  was  enabled  to  pay  its  members  a  dividend 
of  5  lire  per  share,  that  is,  10  per  cent.  The  ship  was 
fairly  launched,  and  sailing  along  with  a  favouring 
breeze. 

*  It  may  be  interesting  to  note  that  in  1893,  during  the  great 
monetary  crisis,  something  of  the  same  sort  was  done,  once  more  at 
Milan.  There  was  a  great  dearth  of  token  coin.  Lire  pieces  were 
not  to  be  had  for  love  or  money,  and  even  bronze  pieces  were  scarce. 
Trade  threatened  to  come  to  a  standstill.  A  local  committee  in  Milan 
hereupon  resolved  to  issue  one  and  two  lire  notes  on  its  own  authority- 
The  act  was  illegal.  However,  so  much  was  the  issue  appreciated  as 
a  relief  that  even  the  Post  Office  gladly  took  those  little  green  paper 
tokens, 
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In  its  subsequent  career  the  bank  has  had  more  than 
one  severe  crisis  to  weather.  However,  the  good  fairy 
which  befriended  it  at  its  birth  stood  by  it  all  through. 
In  no  experience  do  the  merits  of  co-operative  banks 
show  themselves  more  brilliantly  than  in  their  capacity 
to  live  through  crises.  Every  crisis  that  has  visited 
Italy  has  left  far  less  impression  upon  the  People's 
Banks  than  upon  their  non -co -operative  rivals.  More 
recently,  it  has  taken  about  six  years  for  the  general 
monetary  crisis,  which  affected  ordinary  banks  at 
once,  to  penetrate  into  the  citadel  of  co-operative 
banking  ;  and  when  it  did  reach  it,  it  led  only 
to  a  diminution  of  business,  not  to  any  disastrous 
collapses.  During  one  of  these  commercial  dis- 
turbances the  Banco  Cooperativa  Operaia  of  Milan 
actually  went  on  increasing  its  roll  of  members  from 
4,268  to  4,929,  its  share  capital  from  58,547  to 
63,856  lire,  its  available  funds  from  2,927,350  to 
3,192,800  lire.  The  Banca  Popolare  weathered  the 
storms  which  troubled  it  triumphantly.  In  the  first 
fifteen  years  of  its  existence,  up  to  1880  (inclusive), 
its  losses  amounted  in  all  to  only  191,636  lire  (£7,664), 
of  which  68,567  lire  was  owing  to  frauds  committed 
by  employees  and  3,606  lire  sacrificed  in  support  un- 
wisely given  to  a  co-operative  printing  establishment. 
And  since  that  date  the  bank's  losses  have  remained  as 
trifling.  The  greatest  danger  which  the  bank  ever 
had  to  face  arose,  not  from  a  crisis,  nor  from  outside 
pressure,  but  from  its  own  midst.  In  the  years  from 
1 87 1  to  1873.  when  the  promotion  fever  was  raging 
throughout  the  world,  and  in  Italy  took  the  shape  of 
what  Signor  Mangili  has  called  bancomania,  the  share- 
holders grew  greedy,  and  clamoured  for  the  conversion 
of  their  bank  into  a  joint -stock  concern,  in  order  that 
they  might  through  it  engage  in  s{)eculation.  The 
Committee  offered  a  stout  resistance,  and  just  managed 
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to    defeat    the    motion.      Their   constituents    grumbled, 
but  have  lived  to  thank  their  leaders  for  their  firmness. 

The  face  of  things  is  changed,  indeed^  since  those  Signal 
early  days  of  struggles  without  and  dissensions  within.  ""^P 
The  Milan  Bank  has  become  one  of  the  marvels  of 
Italy.  It  is  lodged  in  a  palace.  It  employs,  in  addi- 
tion to  about  70  unpaid  officers,  more  than  100  clerks. 
The  number  of  its  members  stood  at  New  Year  1909 
at  24,774.  Its  paid-up  capital  amounted  at  the  same 
date  to  9,619,550  lire,  consisting  of  192,391  shares, 
with  a  reserve  fund  of  4,809,775  lire  at  the  back,  to 
raise  the  sum  total  to  14,429,325  lire  (£577,172). 
In  addition  to  129,066,147  lire  of  ordinary  deposits, 
the  bank  held  34,583,226  lire  in  savings.  It  had  lent 
out  in  the  course  of  the  year  140,243,954  lire 
(£5,609,758)  on  acceptances.  It  carried  on  business 
with  more  than  300  other  banc  he  popolari,  acting  in 
a  manner  for  them  as  a  Central  Bank.  On  a  total  turn- 
over of  2,678,467,278  lire  (£107,138,691)  it  had 
realised  a  net  profit  of  1,531,178  lire,  which  enabled 
it,  after  the  deduction  of  the  usual  amount  for  profit- 
sharing  and  charities,  to  pay  dividend  at  the  rate  of 
7.20  lire  on  the  50-lire  share.  Its  management  ex- 
penses figured  at  462,221  lire  (not  including  rates 
and  taxes).  "  Toute  cette  organisation,''  remarked 
M.  Rostand,  struck  with  admiration  on  seeing  it,  *'  est 
remarquable  comme  ordre,  ingeniosite,  perfectionne- 
ment  technique .'' 

What    millions    of    money    dispensed    to    those    who   Eftects  upon 
could  not  by  other  means  have  obtained  any  does  the  ^nd  General 
forty -five    years'    work    of   that   bank   represent  !     And   Prosperity. 
really  that  is  the  smallest  portion  of  the  service  which 
it   has   rendered.      "  By   its   influence  on   legislation," 
says   M.   Rostand,    "  and  by   the   model   which   it  has 
supplied,    the   Banca    Popolare   di   Milano   has   laid   in 
Italy  the  foundation  of  co-operative  credit."     Of  those 
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hundreds  of  banks  which  dot  the  Italian  territory  from 
the  Alps  to  the  Mediterranean,  so  says  M.  Leon  Say, 
the  People's  Bank  of  Milan  is  either  the  mother  or  the 
nurse.  "  La  Ban  que  Populaire  magistrate  de  Milan 
et  les  grandes  caisses  d^epargne  de  Milan  et  de  Bologne 
dominent,  de  la  hauteur  de  leurs  dizaines  ou  centaines 
de  millions,  tout  le  peuple  de  ces  peiites  banques  avec 
leures  peiites  caisses  d'epargne  qui  se  meuvent  dans 
leurs  orbits  et  puisent  les  epargnes  partout  pour  vivifier 
partout  r agriculture  et  les  petifes  industries.''' 

Summing  up  the  history  of  the  bank,  Signor  Mangili 
ascribes  its  success  to  the  gratuitous  rendering  of 
services  by  the  officers,  the  non-limitation  of  capital, 
the  smallness  of  the  payments  exacted  from  members, 
the  restriction  of  each  member  to  one  vote,  the  studied 
division  of  business  into  small  units,  with  the  extension 
of  credit  to  every  member  who  has  shown  himself 
deserving  of  it,  the  preference  given  to  cheap  credit 
over  substantial  dividends  and  the  avoidance  of  any 
risky  operation.* 

All  M.  Luzzatti's  banks  have  not  grown  to  as  great 
power  as  the  one  whose  rather  meteoric  history  has 
just  been  told.  Nor  can  it  be  alleged  that  all  have  done 
well.  It  will  still  be  shown  that  some  have  fared  other- 
wise. But  wherever  right  principle  has  been  adhered 
to  the  tale  has  everywhere  been  more  or  less  the  same. 
It  does  not  require  superhuman  ctifort  to  start  a  People's 
Bank,  once  you  grasp  the  principle.  But  the  right 
principle  must  be  adhered  to  if  there  is  to  be  success. 

It  may  be  advisable  to  give  in  brief  words  instances 
of  other  good  banks,  to  show  how  the  system  works, 

*  La  gratuita  delle  cariche,  il  capitale  illimitato,  le  quote  di  tenue 
imposto  pagabili  anche  con  versamenti  a  piccole  rate,  I'linicita  del 
voto,  il  frazionatnento  delle  operazioni,  relargizionc  del  fido  a  chi 
fra  i  soci  si  ne  mostra  veramente  meritevole,  il  credito  anteposto  agli 
utili.  I'esclusione  d'ogni  operazionc  aleatoria. 
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how  it  will  adapt  itself  to  a  great  variety  of  environ- 
ments and  what  good  it  will  produce. 

The  great  "  Queen  Bank  "  of  Milan,  indeed,  with  its 
mighty  volume  of  business,  I  desire  to  hold  up  rather  as 
an  instance  of  signal  success  than  as  an  absolutely  per- 
fect model.  M.  Luzzatti  himself  has  awarded  the  palm 
for  quality  among  all  his  banks  to  the  excellent  Banca  The  Banca 
Popolare  of  Bologna,  which  he  speaks  of  as  un-  j^°fo''f,^^  "^ 
doubtedly  "  the  first  in  the  world."  These  words  were 
uttered  at  Bologna,  otherwise  they  might  appear  unkind 
to  the  banks  of  Cremona,  Bergamo,  Vicenza,  Lodi, 
Pieve  di  Soligo,  and  not  a  few  others.  However, 
a  better  model  certainly  could  not  be  held  up  for 
instruction  and  imitation  than  the  People's  Bank  of 
Bologna,  which  at  the  close  of  forty  years'  existence 
finds  its  paid-up  capital  increased  from  111,756  to 
1,586,100  lire,  with  a  reserve  fund  of  2,931,664  lire  at 
its  back,  and  its  turnover  grown  from  700,295  to 
71,106,088  lire.  Its  annual  profits  have  correspond- 
ingly increased  from  4,787  to  317,529  lire.  In  the 
place  of  the  modest  696,450  lire  which  marked  its 
first  year's  business,  it  now  lends  out  annually,  among 
its  5,573  members,  46,153,166  lire.  The  brilliant 
success  secured  is  not,  however,  what  either  M.  Luz- 
zatti or  myself  would  wish  to  hold  up  most  conspicu- 
ously to  admiration.  That  success  has  been  attained 
by  excellent  management,  evidenced  by  the  careful 
attention  given  at  all  points  to  the  convenience  of 
members — but  concurrently  with  a  practical  display 
of  philanthropy  and  public  spirit  bound  to  attract 
support.  The  bank  has  shown  itself  largely  given  to 
good  works,  not  only  in  the  way  of  "  loans  of  honour  " 
and  contributions  to  useful  and  charitable  funds  and 
enterprises,  but  also  in  spending  freely  for  technical 
education,  which  is  to  bring  profit  to  the  Italian  vine- 
growers,    artisans,    and    husbandmen.      Its    "  loans    of 
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honour  "  it  grants,  up  to  loo  lire,  free  of  interest  ; 
but  it  insists  upon  prompt  repayment.  In  interest - 
bearing  loan  business  it  makes  it  a  strict  rule  to  give 
the  preference  to  small  business.  Of  its  loans  it  is 
interesting  to  note  that  since  1899,  ^^hen  this  branch 
of  its  business  became  considerable,  18,253,986  lire 
has  gone  to  agriculture,  lately  at  the  rate  of  about 
2,500,000  lire  per  annum,  about  half  in  discounts  and 
half  in  cash  credit. 

All  this  money  has  been  lent  at  the  rate  of  4j  and  4^ 
per  cent.  And  never,  not  even  in  periods  of  greatest 
crisis,  has  the  rate  of  interest  for  other  loans  or  dis- 
counts been  raised  above  4f  or  5  per  cent.  The  rates 
allowed  on  deposits  ranged  from  2^  to  4  per  cent., 
accor'ding  to  the  period  for  which  the  deposits  were 
made.  Losses  have  been  infinitesimal.  In  the  years 
1907  and  1908  they  amounted  severally  to  5,695  and 
2,370  lire.  One  would  wish  to  see  every  People's 
Bank  animated  by  the  same  spirit. 

It  may  be  worth  mentioning  that  the  People's  Bank 
of  Bologna  is  the  only  institution  of  its  kind  which  has 
taken  advantage  of  the  authority  given  by  the  law 
to  collect  very  small  savings  in  the  shape  of  stamps 
which  the  Post  Office  cashes  at  a  discount  of  i  per  cent. 
Cremona.  The  People's  Bank  of  Cremona,  having  about  twice 

the  capital  of  the  Bank  of  Bologna,  is  as  excellent  a 
type,  and  is  interesting  more  specitically  on  the  ground 
of  its  considerable  agricultural  business  in  a  district 
quite  as  much  devoted  to  agriculture  as  to  industry. 
^t  the  back  of  3,302,250  lire  share  capital  it  has 
reserve  funds  of  2,678,900  lire.  Its  business  amounted 
in  1908  to  382,842,926  lire.  Its  rate  of  interest 
charged  has  since  1870  never  exceeded  6  per  cent., 
since  1890  never  5  per  cent.  It  holds  nearly 
43,000,000  lire  in  savings  deposits.  Of  30,987,299 
lire    acceptances    discounted    in     1908    6,702,900    lire 
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came  from  large  farmers,  4,343,740  lire  from  small 
cultivators,  71,056  lire  from  rural  labourers,  10,954,3  i  5 
lire  from  larger  manufacturers  and  traders,  7,543,449 
lire  from  small,  226,054  lire  from  industrial  labourers, 
683,901  lire  from  clerks,  schoolmasters,  and  the  like, 
and  461,889  lire  from  persons  of  unknown  occupations. 
Its  losses  in  1908  amounted  to  121,761  lire. 

The  Bank  of  Lodi — Banca  Mutua  Popolare  Agricola  Lodi. 
— really  the  oldest  bank  of  the  Luzzatti  type,  is  another 
admirable  bank  bearing  a  strongly  agricultural  char- 
acter. Of  something  over  7,000,000  or  even  maybe 
8,000,000  lire  lent  out  annually,  quite  4,000,000  lire 
goes  to  agriculturists,  generally  speaking  of  the  large 
tenant  class.  Such  loans  are  as  a  rule  made  in  the 
form  of  cash  credits,  and  losses  are  practically  nil. 
As  a  proof  of  the  confidence  which  banks  like  that 
of  Lodi  inspire,  I  may  mention  that  an  English  engineer 
on  the  spot,  holding  an  appointment  in  the  service  of 
the  "  Light  Railways  "  of  the  district,  informed  me 
that  he  had  advisedly  drawn  his  money  out  of  the  local 
joint -stock  bank  in  order  to  put  it  into  this  co-opera- 
tive bank,  "  because  he  knew  it  to  be  safer." 

The  Bank  of  Rovigo  has  only  2,761  members  as  Rovigo. 
compared  with  the  7,400  of  Lodi,  and  its  capital  is  only 
690,574  lire  as  compared  with  2,793,772  lire  (in  both 
cases  including  reserve  funds).  It  is  equally  agricultural 
but  caters  for  a  different  clientele — the  smaller  tenantry. 
The  Bank  of  Rovigo  in  1908  lent  out  22,168,783  lire 
on  bills,  in  addition  to  cash  credits.  Its  losses  on 
agricultural  business   are   infinitesimal. 

The    Crediio    Agrario    Bresciano    is   an   independent  Credito 
institution,  but  following  generally  Luzzatti  lines.    Its  pfJ^J^^no 
clientele  is  specifically  one  of  what  in  Italy  counts  as 
"  medium  "    farmers — generally    speaking    freeholders. 
The    larger    farmers    go    by    preference    to    the    local 
Savings   Bank,   which,   like   all    Italian   Savings   Banks, 
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is  allowed  by  law  to  lend  on  personal  security.     The 
small  go  to  the  casse  rurali  of  their  districts,  adapted 
"  Raiffeisen  "    banks,    of    which    I    shall    still    have    to 
speak.      The   Bank  of   Brescia   is   interesting  as  work- 
ing for  a  long  time  side  by  side  with  an  industrial  co- 
operative bank  established  in  the  same  place,  and  in  a 
district    in    which    co-operative    credit    has    not    been 
called   into   being  by   the  extortions   of   usury.      Even 
without  such  provocation,  in  a  district  in  which  good 
cultivation  makes  all  the  difference  between  profitable 
and   unprofitable   husbandry— one -third  of   the   area  is 
under   irrigation— the   urgent   need   of  ample   working 
capital,   upon  which   I   have  laid  stress  elsewhere,  has 
naturally  come  to  be  recognised.     The  Bank  of  Brescia 
has    slightly   over    2,000   members,   a  paid-up    capital 
of    810,650    lire,    with    1,215,075    lire    reserve    funds, 
and   lends   out   some    10,000,000   lire  at   about    6  per 
cent.,   which   enables   it   to   pay   its   shareholders   from 
Acqui.  4  to    6  per   cent,   in   dividend.      The  Bank   of  Acqui, 

almost  purely  agricultural,  is  interesting  because  it 
has  raised  itself  to  acknowledged  strength  from  what 
was  practically  bankruptcy.  The  bank  was  formed 
in  1883,  to  serve  an  exclusively  agricultural— that  is, 
viticultural— district,  and  within  little  time  found  itself 
with  400,000  lire  to  the  bad,  owing  in  the  main  to 
depreciation  of  land  and  agricultural  produce.  The 
present  manager  then  took  charge  of  the  establish- 
ment. Fortunately,  as  it  happened,  another  bank  in 
the  neighbourhood  came  to  grief  about  the  same  time, 
and  people  in  the  district  transferred  all  their  deposits 
to  Acqui.  Since  then  the  bank  has  made  deposits  its 
principal  source  for  the  supply  of  funds.  It  takes  bills 
from  neighbouring  smaller  banks,  but  rarely  passes 
its  own  on  for  rediscount.  "A  good  deposit  bank," 
so  the  manager,  M.  Scotti,  puts  it,  "should  stand  in 
no  need  of  credit."     To  secure  itself  against  danger 
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which  might  arise  from  a  sudden  withdrawal  of 
deposits,  the  bank  keeps  a  comparatively  large  portion 
of  its  funds  invested  in  readily  marketable  securities, 
which  means  that,  to  keep  itself  safe,  it  does  less  lend- 
ing in  proportion  to  its  money  than  industrial  banks. 
It  is  now  strong  in  funds,  and  pays  a  good  dividend. 

Speaking  of  agricultural  banks,  I  am  bound  to  men-  Spigno. 
tion  the  little  host  of  small  banks,  specifically  agricul- 
tural, of  Piedmont.  Actually  the  smallest  of  these  is 
that  of  Spigno,  which  has  little  over  200  members. 
In  1894,  when  I  visited  it,  there  were  228,  of  whom 
18  were  medium  cultivators,  and  163,  the  bulk  of  the 
clientele,  decidedly  small  men,  alike  freeholders, 
tenants,  and  mezzadri  {metayers).  Thirty  members 
were  village  tradesmen.  Of  the  228  members,  112 
held  only  one  share  of  20  lire  (i6s.)  each.  The  small 
share  capital  could  not  obviously  go  very  far,  and 
evidently  savings  deposits  were  not  very  considerable. 
The  people  are  very  poor.  The  friends  of  the  move- 
ment have  come  to  their  aid,  paying  in  deposits  and 
taking  long-term  bonds.  And  the  local  friendly  society, 
which  is  really  the  parent  of  the  bank,  and  which  still 
provides  the  bulk  of  its  members  and  lends  its  office, 
pays  in  its  funds.  So  does  the  municipio — the  parish 
council.  By  that  means  the  little  bank,  holding  only 
I  1,849  lire  of  paid-up  capital  of  its  own,  was  enabled 
to  lend  out  in  1894,  179,670  lire,  of  which  the  major 
portion  was  lent  in  amounts  under  300  lire.  As  much 
as  49,327  lire  was  lent  out  in  amounts  of  less  than 
100  lire  (£4).  This  little  bank  is  to  me  one  full  of 
interest.  But  what  with  the  support  which  it  receives 
on  the  strength  of  the  "  moral  "  responsibility  which 
Cavaliere  Spingardi,  the  President,  frankly  owns  that 
men  like  himself — he  is  the  "  little  Providence  "  of 
the  bank — owe  to  their  poorer  brethren,  in  excess 
of    the    duty    which    their    limited    liability    lays    upon 

P.B.  X 
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them,  I  can  scarcely  look  upon  it  as  a  bond  fide 
"  People's  Bank,"  however  useful  and  beneficent  it 
may  be.  And  I  cannot  help  thinking  that  in  so  small 
and  so  distinctly  rural  a  district  a  Raiffeisen  bank  would 
be  more  in  place. 
The  Banca  In  Italian  towns,  as  in  the  country,  to  see  how  the 

M^lbncse'^^  ^fl//c/ff  popolaii  Can  do  good  work,  it  is  well  to  step 
down  from  the  level  of  large  institutions  like  those  of 
the  banche  popolari  of  Milan,  Cremona,  and  Bologna, 
to  a  lower  stratum.  On  a  smaller  scale  there  is  quite 
as  good  work  to  be  shown.  There  could  not  be  a  more 
co-operative  bank  than  the  Banca  Cooperativa  Milanese^ 
which,  having  begun  on  rather  humble  lines,  now  com- 
mands a  share  capital  of  3,447,050  lire,  held  in  68,941 
shares  by  5,674  members,  with  907,083  lire  reserve 
funds  at  its  back.  It  has  a  name  for  being  greatly  help- 
ful, more  particularly  to  small  tradesmen,  and  also  to 
co-operative  productive  societies.  Its  deposits  amount 
to  about  8,500,000  lire.  In  1908  it  discounted  accept- 
ances to  the  amount  of  25,607,598  lire,  and  granted 
I3jI75;455  lire  in  cash  credits.  Its  losses  amounted 
to  only  1 1,105  li^G-  ^^  Bologna,  side  by  side  with  the 
pretentious  Banca  Popolare,  you  have  the  modest 
La  Banchina.  Operatives'  Bank,  locally  known  as  La  Banchina — its 
correct  title  is  Banca  Cooperativa  per  gli  operai  e  la 
pic  cola  industria  della  cittd  e  provincia  dl  Bologna. 
The  bank  has  now  i  o,  1 90  members,  dispersed  over  all 
the  province,  and  disposes  of  a  paid-up  capital  (with 
reserve  fund)  of  241,180  lire.  The  members  are  all 
small  folk  with  small  wants  in  respect  of  loans.  The 
majority  of  loans  vary  between  200  and  300  lire. 
Serving  a  large  district,  by  means  of  local  agencies  — 
which,  in  conjunction  with  the  large  amount  of  work 
necessitated  by  the  smallness  of  the  transactions,  swell 
ihe  expenses  and  make  a  margin  of  i\  per  cent, 
between   lending  and   borrowing   imperative — the  bank 
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deals  out  about  4,000,000  lire  in  loans  in  the  course 
of  a  year.  Descending  lower  still  in  the  scale,  there 
is  the  Cassa  Cooperativa  dl  credito  delta  Societd  a  Working- 
Operaia  maschile,  which  issues  only  5 -lire  shares,  ^'^^^ 
thereby  securing  a  capital  of  49,205  lire,  with  reserve 
funds  of  31,297  lire  raised  self-denyingly  by  assign- 
ment regularly  of  30  per  cent,  of  the  annual  profits. 
Thanks  to  the  collection  of  237,329  lire  in  savings,  it 
managed  in  1908  to  lend  out  a  considerable  sum  to 
its  working-men  members.  This  little  bank  is  really 
one  of  the  triumphs  of  working-class  self-help  in  Italy. 
It  was  set  up  in  1883,  with  only  464  members,  sub- 
scribing 10,980  lire  (£439)  in  share  capital.  For 
ten  years  its  shareholders  were  content  to  do  absolutely 
without  dividend.  By  dint  of  sacrifice  and  pegging 
away  the  society  has  managed  to  raise  itself  to  its 
present  position.  From  14,670  lire  its  savings  deposits 
have  gone  up  to  237,329  lire  ;  its  credits  have  grown 
from  23,663  to  about  281,000  lire.  And  the  little 
institution  maintains  itself  and  keeps  solvent,  and  does 
an  immense  amount  of  good  in  dispensing  relief  to 
working  folk  by  loans  which  up  to  recently  must  not 
in  any  one  case  exceed  150  lire  (£6),  if  the  loan  be 
an  advance,  or  200  lire  if  it  be  granted  by  way  of  dis- 
count of  an  accepted  bill.  Quite  recently  the  limits 
have  been  raised  severally  to  300  and  500  lire.  The 
interest  charged  is  necessarily  rather  high,  6^  per 
cent.,  and  the  maximum  length  of  time  is  fifteen 
months.  No  member  is  allowed  to  hold  more  than 
five  shares.  The  whole  concern  is  humble,  but 
thoroughly  republican,  and  has  been  raised  up  out 
of  palpable  weakness.  By  good  management  it  has  suc- 
ceeded in  maintaining  itself,  and  maintaining  itself 
creditably,  by  self-help  alone. 

M.    Luzzatti,    in   his    Preface   to   the   last   Statistical    Employees' 
Return    of    Banche    Popolari,    calls    attention    to    the    Banks. 
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increase  in  the  number  of  credit  associations  formed 
specially  for  the  use  of  civil  servants,  railway  em- 
ployees, and  others  forming  the  stafif  of  large  establish- 
ments, and  dependent  upon  salaries.  The  employees' 
societies  include  associations  of  school  teachers,  a 
very  suitable  class,  to  whom  occasional  credit  must 
be  of  considerable  importance.  Railway  servants  are 
in  Italy  very  conspicuous  alike  in  this  and  in  other 
forms  of  co-operation.  They  are  answerable  for  no 
fewer  than  five  credit  associations  in  Italy.  The  em- 
ployees of  the  Ministry  of  Agriculture,  Industry,  and 
Commerce  have  formed  their  own  co-operative  credit 
bank,  as  have  also  the  clerks  of  the  large  Bank  of 
Naples.  Lastly,  the  Italian  "Army  and  Navy  Stores," 
an  establishment  smaller,  of  course,  than  our  own  in 
Victoria  Street,  the  Unione  Militare,  has  introduced 
a  system  of  credit  which  is  very  discreetly  managed, 
but  is  found  useful,  mainly  to  junior  officers,  when 
money  happens  to  be  scarce — though  the  sums  ad- 
vanced are  not  generally  large,  never  exceeding  £80, 
lent  at  4  per  cent.  ;  and  the  entire  practice  really 
only  amounts  to  an  equivalent  to  credit  for  purchases 
at  the  particular  store. 
"Catholic"  People's   Banks   having   proved   popular,   one   cannot 

Banks.  j^g  Surprised  at  seeing  the  Church  of  Rome,  always  a 

good  strategist  in  matters  affecting  her  interests,  study- 
ing to  take  advantage  of  the  magnetic  power  of  the 
useful  institution,  to  add  one  more  material  support  or 
bulwark  to  her  fabric.  Denominationalism  is  not  in 
itself  a  desirable  factor  to  be  introduced  into  banking, 
and  it  is  to  be  doubted  if  a  bank  attracting  recruits 
by  relief  offered  for  their  material  needs  constitutes 
the  best  possible  missionary  for  the  Church.  However, 
we  ought  to  bear  in  mind  that  among  purely  Roman 
Catholic  populations  institutions  which  we  should  set 
up   as    generally    "  Christian  "   or    "  philanthropic  "   or 
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"  educational,"  as  a  matter  of  course  assume  the  name 
"  Catholic,"  under  the  dubbing  of  good  men  to  whom 
"  Catholic  "  appears  identical  with,  if  not  indeed 
superior  in  expressiveness  to,  "  Christian,"  or  gene- 
rally "  good."  The  "  Catholic  "  banks  have  done 
not  a  little  to  popularise  credit — more  particularly  small 
credit  for  the  artisan  and  small  farming  classes — all 
over  the  kingdom.  In  my  second  edition  I  had  still  to 
speak  of  them  as  centred  mainly  in  \"enetia,  in  which 
province  the  movement  began.  Since  then  they  have 
spread  out  their  net  all  over  Italy.  According  to  the 
Anniiario  Statisiico  for  1905,  which  is  the  most 
recent  that  I  have  been  able  to  obtain  from  head- 
quarters, there  were  on  31st  December,  1904,  sixty- 
eight  of  these  banks  established  all  over  Italy — 
independently,  of  course,  of  the  Roman  Catholic 
village  banks,  which  by  this  time  number  about 
1,600,  and  to  which  the  "  Catholic  "  banc  he,  being 
strong  more  particularly  in  deposits,  lend  very 
substantial  assistance.  "  Catholic  "  banks  muster 
most  strongly  in  Lombardy,  Emilia,  the  Marches, 
Piedmont,  and  \enetia.  But  there  are  outliers 
also  in  Umbria,  Tuscany,  Apulia,  Campania,  Calabria, 
the  Abruzzi,  and  even  in  Sicily.  Their  accepted 
grouping  in  unions  is,  however,  not  according  to  pro- 
vinces but  according  to  dioceses,  the  bishops  of  which 
in  all  cases  stand  at  the  head  of  the  unions.  Of  course 
they  make  the  best  show  and  flourish  best  in  well^ 
recognised  "  Catholic  "  centres,  where  wealth  gives 
them  much  support,  and  poverty  seeks  shelter  freely 
under  their  canopy.  Such  banks  as  that  of  San  Paolo 
— each  of  them  has  some  patron  saint — of  Brescia,  with 
still  only  100,000  lire  paid-up  share  capital,  but  by 
the  side  of  it  484,088  lire  reserve  fund,  and  no  less 
than  14,192,967  lire  savings  deposits  (on  which  it 
allows  2f  per  cent.),  and   13,987,330  lire  outstanding 
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in  credits  (11,562,059  lire  in  cash  credits,  and 
2,425,271  lire  in  discounts);  and  again  the  Banco 
Ambrosiano  of  Milan,  with  its  3,000,000  lire  paid-up 
share  capital,  and  15,782,911  lire  savings  deposits 
(13,942,644  lire  of  others)  are  real  banking  powers. 
The  Banca  San  Paolo  was,  I  believe,  the  first  propa- 
gandist centre,  and  very  active  as  such  under  its  able 
director  M.  Tovini.  The  table  published  gives  no 
number  of  members.  But  it  shows  that  the  entire  sixty- 
eight  banks  had  collectively  7,439,407  lire  share 
capital,  2,423,223  lire  reserve  funds,  124,994,977  lire 
savings  deposits,  46,317,912  lire  other  deposits,  and 
117,405,510  lire  outstanding  in  loans  (71,229,925  lire 
in  cash  credits,  and  46,175,585  lire  in  discounts). 
The  figures  for  savings  deposits  are  generally  rather 
remarkable. 

One  peculiar  feature  about  these  banks  is  the  atten- 
tion given  to  small  credit,  piccolo  credito,  from  which 
about  a  dozen  banks  take  their  name  :  Piccolo  Credito 
Bergamasco,  Romagnolo,  Bussetano,  Comasco,  and  so 
on.  This  particular  line  of  business  was  first  taken  up 
in  the  strongly  "  Catholic  "  city  of  Bergamo,  under  the 
leadership  of  Nicolo  Rezzara,  who  possessed  an  extra- 
ordinary gift  as  an  organiser.  These  are  by  no  means 
small  banks,  although  they  deal  in  small,  and  sometimes 
very  small,  credit.  The  Piccolo  Credito  Bergamasco 
has  a  share  capital  of  292,740  lire,  with  136,311  lire 
reserve  fund,  and  7,147,923  lire  savings  deposits; 
its  outstanding  credits  amounted  in  small  amounts 
to  5,778,838  lire.  The  Piccolo  Credito  Romagnolo, 
which  has  ofifices  at  Bologna,  Ferrara,  Facnza,  and 
Rimini,  is  about  equally  strong.  These  banks  do  very 
much  for  small  tradesmen,  and  are  active  forming 
village  banks  and  constituting  themselves  centres  of 
provincial  "  Catholic  Unions,"  agricultural  and  other- 
wise,   "  Catholic    bakeries,"    "  Catholic    young    men's 
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provident  societies  " — and  *'  women's  "  ditto — "  Catho- 
lic working-men's  clubs,  soup  kitchens,"  and  the  like. 

Recently  the  "  Catholic  "  banks  have  combined  to  a 
Federation,  which  was,  of  course,  much  easier  to  form 
than  a  union  among  non-denominational  banks,  and 
which  carries  out  an  annual  inspection  of  banks. 

Whatever  be  the  merit  of  this  specifically  "  Catholic  "  A  Tribute  to 
movement,  and  of  all  the  other  more  or  less  indepen-  '  "^^^"^■ 
dent  co-operative  banking — which  of  course  one  must 
expect  to  see  overflowing  from  a  vessel  so  rapidly 
filled  to  the  brim — all  that  work  is  manifestly  due  to 
the  good  example  set  by  the  banc  he  po  polar  i,  intro- 
duced more  than  forty  years  ago  by  M.  Luzzatti, 
whom,  in  view  of  the  magnificent  work  accomplished, 
and  still  in  progress  of  accomplishment,  I  accordingly 
have  good  cause  for  calling,  as  I  have  done  in  my 
dedication,  "  the  benefactor  of  his  country." 

We  should  now  be  in  a  position  to  cast  up  very  The  Result. 
briefly  the  main  merits  of  the  banche  and  to  compare 
them  with  such  defects  as  of  necessity  such  very  merits 
carry  with  them.  For  there  is  no  good  quality  which 
is  not  apt,  by  exaggeration  of  itself  or  else  by  neglect, 
of  some  other  quality  necessary  for  the  balance  of  the 
institution,  to  generate  a  defect. 

Nobody  who  has  seen  the  best  known  Italian  banche  Admirable 
popolari  has  failed  to  remark  upon  the  admirable  Management, 
management  under  which  these  banks  have,  generally 
speaking,  found  themselves  from  the  beginning — the 
businesslike  practices  and  the  astonishing  resource 
of  those  who  were  placed  at  their  head.  A  mere  glance 
at  their  work  must  show  that,  as  Leon  Say  has  put  it, 
these  banks  are  "  as  skilfully  organised  as  if  the  best 
actuaries  of  London  and  New  York  had  given  their 
help."  Balance-sheets,  the  smooth  flow  of  business, 
the  remarkable  order  prevailing  throughout,  all  go  to 
prove   this. 
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The  quality  of  the  management  on  the  whole  is, 
indeed,  eloquently  attested  by  the  remarkably  small 
percentage  of  losses  sustained.  Losses  have  averaged 
.22,  .27,  .23  per  cent,  of  the  lending.  In  1898,  which 
is  the  last  year  for  which  there  are  comprehensive 
official  figures,  on  a  business  of  824,182,661  lire  there 
were  1,119,910  lire  lost.  In  the  best  banks  the  pro- 
portion is  smaller — in  the  Banca  Popolare  of  Bologna 
about  10  centesimi  on  every  1,000  lire  lent  out,  say, 
id.  on  £40. 
Ilow  the  Quite  evidently  the  business  of  the  co-operative  banks 

Banks  spread.  -^  ^^^  ^^^y  sound,  but  the  soundest  that  there  is  in 
Italy.  And  although  their  activity  has  met  with  a 
temporary  check — just  as  in  Germany — the  marked 
difference  in  comparative  decline  between  them  and 
other  banks,  telling  strongly  in  their  own  favour, 
shows  that  they  are  destined,  not  only  to  maintain 
themselves  satisfactorily,  but  to  renew  their  advance  as 
times  improve.  There  is  no  more  encouraging  feature 
about  these  banks  than  this,  that  one  of  them  is  never 
set  up  without  calling  up  within  very  little  time  a 
family  of  others,  clustering  around  it,  to  serve  for 
different  clienteles — more  or  less  pretentious  as  the 
case  may  be.  By  the  self -evidence  of  its  advantages 
the  business  seems  to  propagate  itself.  Thus  around 
the  Banca  Popolare  of  Milan  have  sprung  up  in  that 
city  alone  eight  new  banks,  as  on  a  graduated  scale  ; 
round  the  Bank  of  Bologna  live  ;  round  that  of  Naples 
twenty — all  of  them  more  or  less  etagces^  "  ranged  in 
tiers,"  suiting  their  requirements  to  their  own  peculiar 
public,  and  issuing  shares  of  from  5  lire  (4s.)  up  to 
100  lire  (£4).  They  push  forward  in  their  own  pecu- 
liar way.  A  Central  Bank  begins  by  sending  out 
succursales ;  after  a  time  the  succursales  decide  to 
turn  themselves  into  indcjiendent  banks  ;  the  Central 
Bank,    without   a    suspicion    of   jealousy,    readily   helps 
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them,  and  their  business  doubles  and  trebles.  Thus 
province  after  province  is  taken  possession  of  with 
a  regularity  of  method,  and  a  certainty  of  success, 
which  remind  one  of  the  conquest  of  a  country  by  a 
victorious  army.  There  are  cases  in  which  the  unselfish 
parent-bank  has,  like  a  pelican,  fed  its  offspring  on 
its  own  flesh.  Thus  the  Bank  of  Cremona  has  four 
siiccursales,  which  did  not  at  once  pay.  Indeed,  three  of 
them — Soresina,  Casalmaggiore,  and  Piedana — among 
them  in  1890  made  a  loss  of  6,000  lire.  Nevertheless 
the  5,100  members  composing  the  five  establishments 
— holding,  in  all,  42,000  shares — went  on  working 
together  as  one  body,  drawing  precisely  the  same 
dividend  throughout.  The  thing  would  right  itself  in 
time.  The  old  Bank  of  Lodi  has  five  siiccursales  and 
eight  agencies,  the  Bank  of  Novara  seven,  and  so  on. 
The  common  feature  throughout  is  amicable  co-opera- 
tion, carried  out  on  the  principle  which  M.  Luzzatti 
ever  presses  upon  his  banks,  namely  :  "  Independenti 
sent  pre,  isolate  mai  " — union  combined  with  decentra- 
lisation, independence,  and  yet  general  alliance. 

One  or  two  catastrophes  have,  as  observed,  occurred, 
but  only  by  a  departure  from  accepted  rules.  The 
Bank  of  Alessandria  lent  out  too  much  money  on  mort- 
gages and  had  to  close  its  doors.  The  Bank  of  Genoa 
provided  money  for  speculative  enterprises.  The  Bank 
of  Brescia  (not  the  Credito  Agrario  Bresciano  )  specu- 
lated in  sulphur.  All  three  came  to  grief.  Generally 
speaking,  the  banks  have  proved  remarkably  safe,  and 
there  can  be  no  doubt  that  they  have  done  much  good. 
There  have  been  telling  figure -charts  prepared  by  the 
Royal  Statistical  Department  to  show  this.  There  have 
been  fewer  losses,  and  the  movement  of  business  has 
been  much  less  disturbed  by  temporary  incidents, 
such  as  feverish  inflation  and  calamitous  drops  than 
in     other     banks.        In    respect    of    the    formation    of 
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capital,  the  transaction  of  business,  the  avoidance  of 
losses,  co-operative  banks,  as  a  whole,  show  a  steady 
upward  movement,  comparing  most  favourably  with 
the  zigzag  lines,  recalling  a  mountain  chart,  of  ordinary 
banks . 

But  unquestionably  there  are  also  some  defects  to  be 
noted.  Whether  the  want  of  a  "  popular  "  character, 
which  has  sometimes  been  alleged,  ought  to  be  set 
down  as  one  is  in  my  opinion  rather  questionable. 
Like  Schulze-Delitzsch,  M.  Luzzatti  intended  his  banks 
as  in  the  main  middle-class  organisations.  He  him- 
self would  not  have  the  very  poor  as  members  in  them 
— the  45.  banks  are  of  later  origin,  and  only  show 
that  his  methods  are  more  widely  applicable  than 
possibly  he  himself  anticipated  at  the  outset.  Poor 
people  were  indeed  to  be  benefited,  but  not  by  mem- 
bership. No  doubt,  accordingly,  working-men  are 
few.  And  very  accountably  so.  Obviously,  the  de- 
mand of  a  share,  say  of  50  lire,  to  be  paid  up  in  ten 
months,  is  rather  a  heavy  tax  upon  a  wage -earner, 
more  especially  since  there  is  an  entrance  fee  levied 
in  the  bargain,  which  in  some  cases — for  instance,  in 
that  of  the  Banca  Popolare  of  Milan — stands  for  as 
much  as  23  lire.  That  is  the  highest  amount  levied 
in  such  way  in  Italian  People's  Banks.  In  many  cases 
it  is  much  smaller.  Add  to  this  that,  by  what  I  cannot 
help  thinking  an  ill-judged  introduction  of  commer- 
cialism into  Co-operation,  in  prosj^erous  banks  the 
share  rises  in  issue  value  in  proportion  with  the  grow- 
ing reserve,  by  25,  50,  and  100  i:>er  cent.,  and  no 
one  can  be  surprised  at  finding  the  "  poor  "  element 
rather  scantily  represented.  In  some  recent  statistics 
we  have,  on  an  average  of  639  banks,  6.56  per  cent, 
of  the  members  classified  as  substantial  landed  pro- 
prietors, 24.12  per  cent,  as  smaller  cultivators,  4.66 
per  cent,  as  rural  day  labourers,  4.77  per  cent,  as  large 
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manufacturers  and  merchants,  25.25  per  cent,  as  small 
tradesmen  and  manufacturers,  8 . 1 1  per  cent .'  as  factory 
hands,  18.86  per  cent,  as  civil  servants,  clerks,  teachers, 
&c.,  and  7.67  per  cent,  persons  as  without  an  occupa- 
tion. These  proportions  are  pretty  constant  from  year 
to  year.  In  Cremona,  which  may  be  taken  as  a  typical 
bank,  with  its  branches,  there  were  in  1908  out  of 
10,919  members,  with  65,795  shares  of  50  lire  each 
(7,994  men  and  2,925  women),  423  large  landowners 
and  farmers  (holding  5,595  shares),  2,185  small 
(holding  9,911),  196  day  labourers  (640  shares),  242 
large  manufacturers  and  traders  (3,016  shares),  3,191 
small  (16,408  shares),  785  artisans  and  working- 
men  (1,630  shares),  1,267  clerks,  employees,  school- 
masters and  men  and  women  of  liberal  callings  (8,020 
shares),  and  2,630  without  a  known  calling  (20,575 
shares).  As  between  bank  and  bank,  of  course,  the  pro- 
portion varies.  In  the  large  People's  Bank  of  Bologna, 
for  instance,  you  have,  out  of  4,971  members,  1,842 
small  tradesmen,  9 1 7  small  freeholders,  818  clerks 
and  civil  servants,  441  teachers,  medical  men,  chemists, 
&c.,  and  only  301  day  labourers.  On  the  other  hand, 
in  small  banks  like  the  Banchina  and  the  Cassa  delta 
Societz  Maschiley  you  have  the  working-class  element 
preponderating.  But  such  banks  are  few.  One  very 
satisfactory  feature  observable  in  the  figures  is  the 
rather  striking  increase  in  the  number  of  "  small 
agriculturists  "  who  have  become  members  of  People's 
Banks.  Such  small  cultivators  figured  in  1876  at 
only  16.80  per  cent,  of  the  sum  total  of  members  ; 
their  proportion  now  stands  at  25.03  per  cent.  The 
proportion  of  rural  day  labourers  has  likewise  steadily 
increased,  though  only  from  3.20  to  4.37  per  cent. 
On  the  other  hand,  the  number  of  small  traders,  &c., 
has  (proportionately)  decreased  from  32.15  to  24.47 
per  cent.,  and  that  of  persons  without  a  calling  from 
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13.15   to   8.75  per  cent.     On  the  whole,  accordingly, 
there  has  been  something  of  an  advance  in  the  direction 
of    greater    "  popularisation  "    of    the    banks,    though 
not,  perhaps,  at  a  sufhciant  rate  of  progression. 
Distribution  Thc  picture  presented  shows  even  more  of  a  middle- 

Holdings,  class  hue  when  you  come  to  give  a  turn  to  the  kaleido- 
scope, so  as  to  bring  into  view  the  proportionate 
holdings  of  the  several  interests  represented.  The 
6.56  per  cent,  of  substantial  landowners  in  the 
banks  generally  held  17.95  P^^  cent,  of  the  shares, 
the  24.12  per  cent,  of  small  cultivators  only  14.69 
per  cent.,  the  4.66  per  cent,  of  rural  labourers  1.80 
per  cent.,  the  4.77  per  cent,  of  large  merchants  and 
manufacturers  14.90  per  cent.,  the  25.25  per  cent,  of 
small  tradesmen  20.86  per  cent.,  the  8.1 1  per  cent,  of 
factory  labourers  4.05  per  cent.,  the  18.86  per  cent,  of 
the  professional  classes  15.34  per  cent.,  and  the  7.67 
per  cent,  of  persons  of  no  occupation  10.95  P^^  cent. 
There  is,  of  course,  nothing  exceptionable  in  this  ;  it 
is  perfectly  natural,  and  indeed  proper,  that  the  better- 
to-do  should  have  the  largest  holdings.  The  figures 
will,  however,  deserve  consideration  when  we  come  to 
consider  the  question  of  a  limitation  of  dividend. 
Group  a  bank  as  you  will,  once  you  adopt  the  principle 
of  shares,  you  cannot  avoid  receiving  into  it  two  dis- 
tinct classes,  whose  interests  may  become  antagonistic  ; 
and  in  the  interest  of  the  weaker,  if  you  want  to  keep 
the  bank  co-operative,  you  will  have  to  interfere  to 
maintain  the  balance  even. 

What  follows  will  show  that,  notwithstanding  all  this, 
M.  Luzzatti's  Co-operative  Credit  finds  its  way  down 
into  humble  strata  enough  and  works  there  with 
singular  beneficence,  not  only  among  artisans  of  the 
towns,  but  also  among  very  small  cultivators  in  rural 
districts. 

It  is  a  far  graver  reproach  that  these  banks,  by  the 
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very  businesslike  character  of  their  management,  are 
apt  to  engender  a  spirit  of  very  un -co -operative  greed, 
and  to  degenerate  into  profit-seeking,  money-grubbing 
institutions,  to  the  benefit  less  of  the  credit -seeker  than 
of  the  contributing  capitalist.  There  are  many  banks 
of  doubtful,  and  worse  than  doubtful  quality.  Some- 
how they  "  scrape  "  along,  keeping  their  heads  above 
water,  but  their  position  is  known  not  to  be  sound. 
Occasionally  one  or  other  surprises  the  world  by  a 
phenomenal  crash,  like  the  banks  of  Genoa,  Alessandria 
and  Brescia,  that  used  to  be.  Undoubtedly  there  is 
a  great  deal  of  gain -seeking  which  directly  defeats  the 
original  object.  The  reason  is,  in  M.  Luzzatti's  words, 
uttered  with  an  unmistakable  sigh,  that  "  we  have 
succeeded  too  well."  Like  Schulze,  acting  in  Germany, 
M.  Luzzatti  was  at  the  outset  very  accountably  unable  to 
estimate  the  efi'ect  of  the  bids  which  he  held  out  to 
capital,  and  in  consequence  bid  too  high  for  its  sup- 
port. There  was  no  limitation  of  dividend — for  the 
reason,  as  M.  Luzzatti  has  explained  to  me,  that  it 
seemed  doubtful  whether  there  would  be  much  surplus 
to  divide.  There  has  come  to  be  ample.  Banks 
have  paid  10,  14,  15,  up  to  20  per  cent.,  in  one  or 
two  cases  even  more  still.  That  has  meant  excessive 
interest  levied  upon  borrowers — consideration  rather 
for  the  capitalist  than  for  the  credit -seeker,  for  whom 
the  banks  were  really  intended.  That  again  has 
brought  in  its  train  a  premium  upon  shares,  which  .in 
some  cases  rises  very  high,  being  calculated,  not  only 
according  to  the  dividend  paid,  but  also  according 
to  the  amount  of  reserve  fund  accumulated,  to  a  share 
in  which  membership  gives  a  title.  And  these  appre- 
ciated shares  are  in  some  cases  openly  dealt  in  in  the 
market.  That  is  altogether  un -co -operative.  And 
that,  so  it  may  be  not  out  of  place  to  state,  does  not 
occur   in   Germany,   where,   despite  some   other  abuses 
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which  have  crept  in,  "  shares  "  in  "  credit  associa- 
tions "  really  constitute  not  shares  at  all,  but  parts 
sociales,  unv^arying  contributions  to  a  common  fund. 
Such  study  of  gain  has  led  to  some  banks  being  re- 
garded simply  as  "  shops,"  to  transact  business  yielding 
advantage  to  the  individual,  regardless  of  its  effect  upon 
his  comrades,  like  joint -stock  banks.  In  point  of 
fact  some  whilom  "  co-operative  "  banks  have  even 
been  formally  converted  into  joint -stock  banks,  as  in 
Germany.  Not  a  few  more  are  so  in  fact,  although 
retaining  the  co-operative  form.  Members  in  such  con- 
sider themselves  simply  customers  ;  their  society  is  to 
them  a  shop.  They  do  not  attend  General  Meetings  ; 
they  are  quite  satisfied  if  they  get  their  banking  done. 
That  has  in  some  cases  led  to  the  establishment  of 
praetorian  rule.  The  bank's  employees  are  expected 
to  be  members.  Accordingly  they  have  votes.  They 
are  on  the  spot,  and  their  vote  decides  by  whom  they 
themselves  are  to  be  governed. 

Good  men  in  the  banking  movement — M.  Luzzatti 
at  the  head  of  them — are  endeavouring  to  remedy 
this.  They  now  urge  banks  to  limit  their  dividend. 
Some  banks  have  responded  to  the  call.  One  or  two 
have  gone  further  and  have  introduced  the  ristourne — 
the  "  dividend  to  custom,"  as  we  call  it — which  in 
limited  liability  banks  ought  certainly  to  be  allowed. 
However,  at  the  present  stage  it  is  difficult  to  inter- 
fere, impossible  to  insist.  People  have  got  used  to 
their  ways.  They  prize  their  fat  dividends.  They 
have  bought  their  shares  at  a  premium  and  do  not 
wish  to  sacrifice  part  of  their  money.  They  have 
grown  quite  content  with  simply  receiving  banker's 
services  from  their  society.  Much  of  this,  at  any  rate, 
would  have  been  avoided  if  the  banks  had  followed 
Schulze's  example  betimes  and  joined  together  in  a 
union    exercising    certain    prerogative    functions    over 
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them,  bringing  the  force  of  co-operative  opinion  to 
bear,  and  above  all  examining  their  accounts  and 
reporting  upon  them. 

One  ought  not,  however,  to  exaggerate  the  several 
abuses  enumerated.  There  are  excellent  banks,  and 
there  are  many  of  them. 

Throughout  Italy  these  banks  have  become  a  power  "  a  Nation 
for  ^ood  ;  and  if  Lord  Jeffrey  spoke  truly  when  he 
laid  it  down  that  the  greatness  of  a  nation  and  the 
happiness  of  its  people  do  not  depend  so  much  upon 
the  increase  of  its  military  strength  as  upon  "  the 
spread  of  banks  and  the  increase  of  banking  facili- 
ties," Italy,  with  her  smaller  army,  has  no  need  to 
shrink  from  comparison  with  her  more  powerful  mili- 
tary neighbours  with  their  mighty  "  nations  in  arms  '" 
— against  which  she  has  to  pit  her  "  nation  in  banks." 
Looking  at  all  these  busy,  laborious  hives,  in  which 
not  a  drop  of  honey  is  allowed  to  run  to  waste,  you 
cannot  fail  to  realise  that  they  represent  a  great  and 
beneficent  national  possession,  a  richly-yielding  horn 
of  plenty,  and  that,  in  M.  Durand's  words,  "  This 
magnificent  network  of  institutions  of  popular  credit, 
for  which  Italy  is  beholden  to  M.  Luzzatti,  may  well 
excite  the  envy  of  Europe."  "It  is  impossible,"  says 
M.  Luzzatti,  with  just  pride,  in  his  presidential  address 
of  1887,  "not  to  acknowledge  that  we  have  delivered 
the  small  folk  and  the  middle -classes  from  crushing 
usury,  that  we  have  assisted  commerce,  and,  lastly, 
that  we  have  helped  to  cultivate  throughout  the  fruit- 
ful tree  of  thrift  on  ground  which  previously  appeared 
absolutely  barren.'' 
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As  in  the  person  of  M.  Luzzatti  Italy  had  its  own 
Schulze-Delitzsch,  Providence  so  ordered  it  that  it 
should  have  also  its  own  Raififeisen — not  a  mere 
mechanical  imitator,  but  an  intelligent  adapter,  taking 
into  due  account  the  peculiar  circumstances  of  his 
country.  There  can  be  no  doubt  that  the  banche 
' po polar i  do  not  adequately  occupy  all  the  ground  which 
calls  for  cultivation.  They  do  wonders  among  small 
trading  folk  with  moderate  means.  They  do  a  great 
deal  for  substantial  farmers.  They  do  very  little  for 
the  large  class  of  small  agricultural  cultivators,  who 
need  help  very  sorely. 

The  case  of  rural  Italy  ought  to  be  interesting  to  us, 
because  there  are  some  features  which  link  it  rather 
strikingly  with  our  own  rural  economy.  In  Latium,  in 
Umbria,  in  the  Marches,  and  in  parts  of  Lombardy  and 
\'enetia,  there  is  the  same  paucity  of  landowners,  a  very 
similar  system  of  land  tenure,  even  more  absenteeism, 
and — here  is  a  point  of  difference — incomparably 
greater  harshness  practised  in  the  collection  of  rents. 
In  Italy  the  need  of  the  humble  tenant  classes  is, 
indeed,  owing  to  peculiar  circumstances,  even  more 
accentuated  than  among  ourselves.  To  the  mass  of 
the  people  in  the  country  life  is  a  j^erpetual  struggle. 
Everything,  of  course,  is  backward — tillage,  trade, 
family  economy — in  that  little  cottage  which  poverty 
has  stripped  bare  of  every  comfort.  The  farm  imple- 
ments arc  primitive,  the  manure  is  of  the  scantiest,  and 
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so  is  the  fodder  given  to  that  poor,  mis-shapen  live 
stock,  which,  in  nine  cases  out  of  ten,  belongs  to  a 
usurer,  who  draws  all  the  profit  out  of  its  rearing.  Rents 
are  rigorously  exacted,  and  to  the  little  household, 
perpetually  in  debt,  "  money  "  is  as  much  of  a  mean- 
ingless "  expression  "  as  "  Italy  "  used  to  be  geo- 
graphically before  the  Union.  Even  wages  offer  but 
a  slight  alleviation  to  the  cultivator's  lot.  For  their 
scale  is  very  low — 50  centesimi  for  a  woman,  from 
80  centesimi  to  i  lira,  or  at  most  i^-  lira  for  a  man. 

Of  course  such  an  economical  desert  must  needs  Need  begeis 
bring  forth  its  own  peculiar  weeds.  Usury  is  rampant.  }^^g"^^^*^gg 
Its  practice  is  scarcely  even  held  disgraceful.  Indeed, 
the  usurer  has  come  to  be  looked  upon  as  quite 
respectable.  There  is  nothing  on  which  he  will  not 
lay  his  hands.  If  the  poor  peasant  wants  money,  he  can 
have  it  at  rates  varying  from  50  to  1,200  per  cent. — 
often  with  a  Sunday  dinner  thrown  in  as  a  prescriptive 
condition.  Or  he  may  have  it  from  a  bank  in  the 
town,  at  which,  in  consideration  of  a  heavy  fee,  the 
usurer  consents  to  act  as  surety.  Should  the  peasant 
require  a  sack  of  maize — as  he  sometimes  does — he  can 
have  that  in  kind,  of  inferior  quality,  at  the  rate  of 
24  lire  for  what  in  the  market  costs  only  12  lire,  but 
at  three  months'  credit — a  matter  of  400  per  cent,  per 
annum.  Should  he  require  live  stock,  there  is  the  same 
friend  in  need  to  provide  it  by  an  arrangement  called 
soccida,  which  throws  all  the  risk  and  cost  of  keeping 
upon  the  hirer,  while  securing  a  sure  half  of  the  profits 
to  the  lender.  Should  he  want  goslings  for  his  wife  to 
rear  up  and  fatten  for  the  market — as  favourite  an 
industry  in  Venetia  as  chicken -cramming  is  in  Sussex — 
the  usurer  will  let  him  have  his  £2  wherewith  to  buy 
fifty  goslings,  claiming  back  as  interest,  at  the  close  of 
five  or  six  months,  five  fat  geese,  representing  a  value 
of  £r. 

P.B.  V 


322  PEOPLE'S   BANKS. 

That  has  proved  merry  business  for  the  usurers,  but 
it  has  kept  the  peasantry  in  abject  poverty,  which  was 
rendered  more  marked  when  hard  times  came,  and 
either  the  earth  refused  to  yield  her  fruits  or  the  market 
its  prices.  Their  condition  became  worse  than  mere 
poverty,  for  it  crushed  all  hope  and  elasticity  out  of 
them.  After  the  year  1880  had  brought  on  the 
critical  period  of  depression,  there  seemed  scarcely 
anything  left  to  work  for.  Cattle,  implements,  furni- 
ture, were  all  pledged  to  the  usurer.  And  feed  as 
Doorly,  clothe  himself  as  scantily,  live  as  miserably 
as  he  would,  all  the  peasant's  toil  went  but  to  enrich 
his  oppressor. 
The  Earliest  For  such  a  population  as  this  the  Raiffeisen  \'illage 

Propaganda.  Banks,  with  their  aptitude  for  conjuring  money  out  of 
nothing,  appeared  the  one  thing  needed.  Of  course 
their  fame  had  penetrated  across  the  Alps,  and  in  1883, 
just  before  Dr.  Wollemborg  resolved  to  make  himself 
their  champion  in  Italy,  M.  Luzzatti  cleared  one 
hindrance  to  their  introduction  out  of  the  way  by 
publicly  declaring  that  "  if  the  ardour  of  an  apostle 
were  to  raise  up  banks  similar  to  those  of  Raiffeisen, 
they  should  be  welcome  ;  he  would  not  in  Italy  renew 
those  useless  and  disgraceful  polemics  with  which  these 
banks  had  been  met  by  his  friends  in  Germany  ;  if 
they  did  not  disdain  to  accept  it,  there  he  offered  them 
his  hand  for  alliance  and  help." 

But,  unfortunately,  the  fame  was  as  yet  nothing  but 
fame.  The  Italians  "  heard  the  message,  but  they 
lacked  the  faith."  No  one  really  believed  in  the 
practicability  of  the  thing.  Signor  A.  Keller  had 
championed  it  in  speech,  but  gained  no  converts.  And 
when  Dr.  Wollemborg  made  up  his  mind  to  try  his 
hand  at  a  practical  experiment,  "everybody  told  me," 
so  he  himself  says,  "  that  my  undertaking  was  '  impos- 
sible.'   And  1  silently  recalled  to  mind  that  fine  saying 
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of  Carlyle's  :    Every  noble  enterprise  is   '  impossible  ' 
at  its  outset." 

In  his  own  Venetian  home  of  Loreggia  Dr.  WoUem-  Dr.  Leone 
borg  had  a  good  district  to  begin  upon.  Loreggia  is  a  °  emborg. 
biggish  parish,  with  something  under  3,000  inhabi- 
tants, mostly  devoted  to  agriculture  and  small  trade. 
It  was  at  the  time  a  typical  "  depressed  "  place  because, 
barring  Dr.  Wollemborg  himself,  none  of  its  landlords 
ever  came  near  it,  contenting  themselves  with  drawing 
their  rents — which  were  heavy  for  land  not  naturally 
fertile  and  poorly  developed.  With  a  tolerably  well- 
tilled  purse  come  to  him  by  inheritance,  Dr.  Wollem- 
borg might  have  done  a  good  deal  by  charity  to  relieve 
actual  distress.  But  that  would  have  been  missing  the 
best  part  of  a  good  deed  :  the  raising  and  educating  of 
the  people.  So  he  decided  to  take  his  place  by  the  side 
of  his  poorer  neighbours  as  one  of  themselves,  and  to 
make  every  one  contribute  to  "  his  own  emancipation  " 
— claiming  distinction  above  them  only  in  the  preroga- 
tive of  work.  In  June  1883,  having  secured  the  sup-  xhe  First 
port  of  in  all  thirty -two  members — including,  of  course,  ^'assa  Rurale. 
the  paroco — he  opened  his  little  pioneer  bank.  "  La 
date  me  rite  (Tetre  notee,'"  says  M.  Rostand  ;  "  elle 
marqiiait  la  naissance  (Vane  institution  y  His  first 
work  proved  very  uphill.  There  was  no  good  fairy  to 
stand  by  the  bank.  Every  inch  of  ground  had  to  be 
conquered.  To  provide  the  first  funds,  Dr.  Wollem- 
borg himself  opened  his  purse,  advancing  £80 — 
besides,  I  presume,  paying  in  the  bulk  of  that  £280 
of  deposits  which  the  bank  managed  somehow  to  attract 
in  its  first  term  of  business  of  four-and-a-half  months. 
Later,  the  public  Savings  Bank  of  Padua  consented  to 
lend  £160. 

Ever  since,  the  Italian  Savings  Banks  have  all 
through  stood  loyally  by  the  little  Cdsse — once  they 
found  them  to  be  safe.    Dr.  Wollemborg  himself  con- 
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fesses  that,  but  for  their  support,  he  would  have  found 
it  difficult  indeed  to  accomplish  his  purpose.  The 
Savings  Banks  have  not  lost  a  penny  by  their  confi- 
dence. And  long  since  the  casse  have  conquered  for 
themselves  a  position  which  places  them  above  the 
necessity  of  begging  favours  in  any  quarter. 

However,  I  am  anticipating  events.  When  the  Bank 
of  Loreggia  had  been  in  existence  three  months,  great 
was  the  surprise  of  the  peasants  who  had  become  bor- 
rowers, on  receiving  an  advice  from  the  ragioniere  (the 
accountant  or  actuary),  to  the  effect  that  they  owed  i^  per 
cent,  on  their  loans.  One-and-a-half  per  cent.  !  Surely 
that  must  be  a  mistake.  Incredulous,  they  brought  their 
books  back  to  the  ragioniere ;  such  a  thing  had  never 
been  heard  of  !  When  they  found  it  to  be  correct  all 
the  same,  the  fame  of  their  cassa  travelled  abroad  as 
on  wings.  "  The  propaganda  begun,"  says  M.  Ros- 
tand, "  the  diffusion  worked  its  own  way.  Here,  there, 
the  author  of  this  new  institution  found  himself  sum- 
moned, sometimes  by  a  landlord  less  indifferent  than 
the  rest,  sometimes  by  the  sindaco  or  the  parocoy  A 
little  while  ago  the  bank  numbered  128  members.  It 
is  not  actually  overburdened  with  cash  ;  it  has  to 
study  strict  economy  in  all  things  ;  many  of  its  trans- 
actions are  humble  and  small.  But  it  raises  all  the 
money  that  it  wants.  It  had,  at  the  time  spoken  of,  a 
little  reserve  of  2,996  lire  laid  up,  which  has  grown 
very  slowly,  but  promises,  now  that  it  has  reached  such 
a  point,  to  increase  more  rapidly.  To  do  them  justice, 
the  members  are  anxious  to  increase  what  they  know 
must  in  the  long  run  prove  the  backbone  of  their 
bank.  At  a  special  meeting,  composed  mainly  of  bor- 
rowers, in  the  early  history  of  the  bank,  they  resolved 
rather  to  go  on  paying  a  somewhat  higher  interest 
than  was  absolutely  necessary — that  is,  6  per  cent. — 
than  stint  the  reserve.     The  bank  has  generally  about 
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£600  or  £800  out  in  loans  fructifying  in  people's 
farms,  in  the  shape  of  cows,  or  pigs,  or  goats,  or  imple- 
ments, or  manures,  or  feeding -stuffs  ;  or  else  earning 
a  profit  in  village  shops  in  the  shape  of  raw  material 
which  gives  the  tradesman  employment  for  his  labour. 

In  respect  of  organisation  Dr.  Wollemburg  has  in  all  Its  Organisa- 
essential  points  proceeded  on  Raiffeisen  lines.  His  ''°"' 
associations  are  smaller  than  the  German — generally 
speaking,  more  needy,  to  begin  with.  Strict  economy, 
even  in  small  things,  is  accordingly  a  matter  of  even 
greater  moment.  Under  the  circumstances  an  active 
participation  of  each  member  in  the  work  becomes  more 
of  a  necessity,  while  at  the  same  time  its  application 
is  made  easier.  The  members  meet  oftener  and  ad- 
minister their  own  affairs  more  in  common.  Hence,  if 
possible,  an  even  more  lively  interest,  even  fuller  co- 
operation in  small  things  than  is  seen  in  Germany. 
There  is  not  a  meeting  at  which  all  members  who  are 
able  do  not  attend.  Should  any  fail,  they  are  looked 
upon  by  their  brethren  mucli  as  were  the  iSiwrat,  who 
would  not  vote  on  public  matters,  by  the  Athenians,  and 
are  visited  accordingly — not,  indeed,  with  the  capital 
punishment  meted  out  by  patriotic  Greeks,  but  with  a 
fine  of  50  centesimi,  which  to  their  thrifty  notions 
seems  quite  heavy  enough.  There  is  something  naively 
simple,  almost  patriarchal,  about  these  co-operative 
"parish  councils,"  in  which  every  member  claims  the 
exercise  of  his  right  to  vote.  There  the  members 
settle  the  instructions  for  the  elected  Committee — which 
meets  once  a  fortnight,  to  overhaul  accounts,  to 
receive  savings,  and  to  consider  applications  for  loans. 
In  most  banks  the  general  meeting  will  limit  the  lend- 
ing powers  of  the  Committee  to  300,  or  500,  or  600  lire, 
as  the  case  may  be,  per  credit  to  any  one  individual  ; 
and  to  a  larger  figure  for  collective  lending  ;  while  at 
the  same  time  determining  the  interest  to  be  charged  on 


326  PEOPLE' Si   BAXKS. 

loans  and  allowed  on  deposits.  At  Loreggia  the  mem- 
bers began  by  limiting  their  Committee's  discretion  to 
lo.ooo  lire,  which  they  soon  extended  to  16,000  lire. 
At  Vigonovo  they  began  with  20,000  lire,  to  substi- 
tute, shortly  after,  30,000.  All  the  expenses  arc  cut 
down  to  a  minimum.  The  poor  cassa  of  Loreggia,  to 
state  one  instance,  cannot  afford  to  pay  its  cashier 
£27  I05-J  as  ^^°s  ^^^  opulent  Darlehnskasse  of  Miil- 
heim.  It' allows  him  40  lire  (32s.  »  per  annum,  and  all 
its  annual  expenditure  totals  up  to  only  about  60  lire 

(£2  8s.). 

One   would   think    that    with  a   Post    Office   Savings 
Bank  always  open,  the  villagers  would  for  convenience 
prefer  to  depqsit  their  savings  there,  rather  than  wait  for 
the  fortnightly  meeting  of  the  Committee  of  the  cassa, 
which  allows  them  not  a  farthing  more.     But  the  vast 
majority  bring  their  money  by  preference  to  the  cassa ^ 
It  is  their  own.     It  is  administered  by  themselves  and 
their  officers.      It   keeps   the   money   in   their   district. 
They  take  a  pride  in  its  success.     For  loans,  of  course, 
the  'villagers  have  no  other  bank  open  to  them  except 
the  cassa,  and  they  appreciate  its  beneficent  ministra- 
tions  all   the   more.      And   hence   its   rare   educational 
value       In  respect  of  personal  qualifications  it  is  strict 
as  strict  can  be.     A  man  may  be  as  poor  as  a  church 
mouse  :    that  is  no  bar  to  his  election.     But  he  must 
be  honest    and  sober,  and  thrifty,  and  well  conducted, 
and   thoroughly   trusted   by   his   neighbours.      And   he 
must  be  able  to  write  and  read,  at  any  rate  rudmien- 
tarily       Under   the   joint   influence   of  the   banche  and 
casse,  illiteracy,  which  used  to  be  as  nfe  in  Lombardy 
and  Piedmont  as  ever  it  can  be  in  Ireland  at  election 
time,   is  being  rapidly  stamped  out.      In  the  applica- 
tions and  receipts  preserved  by  the  ragioniere  you  can 
trace  the  progress  of  sexagenarian  scholarship  in  ele- 
mentary   caligraphy,     in     the    gradual     softening    and 
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rounding  of  those  straggling  characters  which  stand  for 
members'  names.  "  The  illiterate  learn  to  write,  in 
order  to  be  admitted  to  the  cassa,"  so  reports  M, 
Rostand,  "  because  every  member  must  be  able  to  sign 
his  Christian  and  surname.  The  door  is  closed  merci- 
lessly against  those  who  have  contracted  the  habit  of 
drinking  ;  they  have  mended  their  ways,  and  after 
that  have  been  admitted.  The  rules  demand  guarantees 
of  personal  morality  :  the  small  field -thefts  have  dimin- 
ished, because  such  or  such  an  one  has  been  expelled. 
The  principle  of  mutual  aid  has  grown  more  vivid. 
People  have  learnt  to  be  punctual  in  their  pay- 
ments." The  little  band,  in  fact,  realise  almost  to 
the  full  Signor  Ettore  Levi's  ideal  of  a  co-operative 
society — "  an  honest  and  industrious  family,"  in  which 
all  members  feel  strongly  drawn  to  one  another,  where 
all  gladly  render  gratuitous  service,  well  knowing  that 
in  studying  the  common  good  they  are  at  the  same  time 
furthering  their  own  private  advantage.  Hence  the 
volunteer  service,  willingly  given,  hence  the  love  which 
binds  all  members  to  their  bank,  hence  the  power 
which  enables  them  scrupulously  to  carry  out  all  the 
work  which  they  have  undertaken. 

Among  such  a  constituency  as  this  there  is  rarely 
any  occasion  to  refuse  a  loan.  The  borrower  has  to 
state  his  object,  as  in  a  Raiffeisen  bank.  He  may  want 
to  buy  a  heifer,  or  some  artificial  fertiliser,  or  timber 
for  carpentering,  or  some  leather  for  making  shoes, 
All  these  items  are  recorded  in  the  minute-book,  which 
shows  a  surprisingly  varied  collection  of  different  wants 
supplied.     And  to  the  object  stated  he  must  adhere. 

Dr.   Wollemborg  has   not   adopted   the   four-weeks'-  a  Slight 
notice   clause,    which    in   the   Raiffeisen   banks   ensures  pepari^re 

^  trom  the 


conscientious  employment  of  the  loan.     But  he  secures  Raiffeisen 
the  same  object  by  a  different  method,  which  at  first  ^^"^^  °  • 
sight  is  bound  to  appear  a  little  roundabout  and  sejf- 
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contradictory,  but  which  works  well  in  practice.  For 
w'hatever  term  the  particular  loan  be  granted — in  re- 
spect of  length  of  time  and  repayment  by  instalments 
Dr.  Wollemborg  adheres  altogether  to  Raiffeisen 
methods — it  is  actually  lent  only  for  three  months. 
Every  three  months  it  has  to  be  formally  applied  for 
and  granted  afresh.  By  this  means,  so  it  seems  to  be 
held,  the  sense  of  the  conditional  character  of  the  loan 
— conditional  upon  proper  employment — is  more  for- 
cibly brought  home  to  the  borrower,  and  he  is  effectu- 
ally put  upon  his  good  behaviour.  The  interest 
ordinarily  charged  upon  loans  is  6  per  cent. — which 
may  seem  just  a  trifle  high  in  comparison  with  the 
Raiffeisen  rate,  but  must  be  allowed  to  be  justifiable 
in  view  of  the  greater  need  in  its  early  years  of  so 
poor  a  society  to  build  up  a  reserve,  and  also  of  the 
higher  bank  rate  prevailing.  To  that  reserve  every 
surplus  is  religiously  applied.  There  are  no  salaries 
beyond  that  modest  allowance  paid  to  the  ragioniere, 
and  there  can  be  no  dividend  because  there  are  practi- 
cally no  shares. 

On  some  other  points  as  well  adaptations  considered 
appropriate  to  Italian  circumstances  have  been  con- 
sidered necessary  or  advisable — in  deference  partly,  to 
local  preferences,  partly  to  the  Codice  di  Commercio 
which  governs  the  societies.  More  particularly  has 
this  been  the  case  since,  at  the  Congress  of  Cremona — 
when  M.  Luzzatti  gave  effect  to  his  earlier  offer  already 
mentioned,  and  tendered  his  helping  hand  to  the 
"  Italian  Raiffeisen  " — a  union  was  struck  up  between 
the  originator  and  leader  of  the  Banche  Popolari  and 
the  "  Federation  "of  Casse  RuraU,  of  which  from  that 
date  forward  M.  Luzzatti  became  an  active  helper. 

With  respect  to  .some  special  reasons  prompting 
such  union  something  more  will  still  have  to  be  said. 
Suffice    it    here    to    explain    that    .M.    Luzzatti    and    his 
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friends  had  discovered  the  high  value  of  the  Casse 
Rural/,  and  naturally  desired  to  support  them  in  their 
striving  for  social  progress,  and  to  make  practically 
one  united  movement  of  the  two  thus  far  proceeding  on 
distinct,  and  not  in  every  instance  on  friendly  lines. 
The  two  Federations  were  not  to  be  merged  into  one. 
There  would  be  inconveniences  in  that.  "  Schulze  " 
and  "  Raififeisen  "  do  not  readily  blend.  Each  Federa- 
tion was  to  retain  its  own  independent  existence,  with 
its  own  chiefs,  selected  from  its  own  midst,  and  has 
done  so.  But  the  two  were  to  work  in  friendly  con- 
cert, in  token  of  which  M.  Luzzatti  was  elected 
Honorary  President  of  the  Village  Bank  Federation, 
In  deference  to  him,  probably,  the  institution  of  sindacl 
— five  in  number,  that  is,  three  effective  and  two  sub- 
stitutes— was  made  similar  to  that  in  force  in  his  own 
movement,  which  is  a  rather  striking  departure  from  Raif- 
feisen  methods.  There  are  some  rather  curious  features 
about  this  arrangement.  The  sindaci  must  not,  under 
the  law,  be  in  any  way  related,  by  consanguinity  or 
affinity,  to  any  member  of  the  Managing  Committee, 
within  the  fourth  degree.  On  the  other  hand,  non- 
members  are  declared  eligible  to  the  office.  Once 
more,  the  sindaci  are  authorised — and  in  the  main  ap- 
parently desired — to  act  singly,  looking  after  the  daily 
administration  of  the  bank,  like  their  namesakes  in  the 
Banche  Popolari,  and  it  is  expressly  explained  that  even 
when  they  act  in  common,  the  dissenting  sindaco  is 
not  committed  by  the  vote  of  his  colleagues,  who  are 
in  the  majority.  There  is  an  intermingling  of  review- 
ing and  administrative  functions  in  this,  which  might 
conceivably  become  distinctly  inconvenient.  The  ap- 
proved principle,  both  in  Schulze -Delitzsch  and  in 
Raififeisen  banks,  is  to  separate  as  completely  as  pos- 
sible administration  from  control,  and  any  infringement 
of  this  principle  is  likely  to  lead  to  mischief.     Also  the 
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Executive  Committee  (Const glio)  is  made  larger  than  in 
Germany,  so  as  to  consist  of  a  President,  a  Vice-presi- 
dent, and  five  members,  the  President  to  be  elected  for 
four  years,  the  remaining  members  for  two.  Further- 
more a  recommendation  has  been  inserted  in  the  rules 
to  form  a  small  share  capital,  each  member  taking  up 
a  share  of  either  i  or  else  2  lire  (lod.  or  15.  Sd.)  in 
addition  to  a  small  non-returnable  entrance  fee  (which 
Raiffeisen  would  not  have)  in  the  place  of  the  entire 
absence  of  shares,  which  had  previously  been  the  rule 
— except  in  Crema  where,  to  meet  the  peculiar  views 
of  a  local  judge,  shares  of  the  value  of  id.  had  been 
issued.  It  is  this  legal  aspect  which  determined  the 
recommendation,  the  meaning  of  the  governing  clause 
being  rather  doubtful. 

It  cannot  be  said  that  the  above  described  adaptations 
have  removed  the  casse  rural/,  at  any  rate  in  practice, 
far  from  the  Raiffeisen  principle. 

Thus  the  whole  system,  though  in  some  particulars 
a  little  dift'erently  organised,  is  in  the  main  the  same 
as  in  the  German  Raiffeisen  banks  :  simple  borrowing 
and  lending,  careful  checking  of  everything,  cheapness 
in  service,  caution  in  granting  loans,  strict  avoidance 
of  everything  involving  a  risk.  And  the  result  has  been 
equally  happy,  though  not  yet,  of  course,  equally  large. 
Unlimited  liability  has  proved  devoid  of  any  element 
of  danger.  There  have  been  scarcely  any  losses. 
Increase  of  Slowlv  the  casse  have  multiplied.     Their  increase  was 

at  first  by  nines,  and  eights,  and  sevens,  till  a  more 
powerful  propagating  force  was,  as  we  shall  see, 
brought  into  the  field.  There  are  at  present  one  or 
two  groups,  in  addition  to  450  of  independent  forma- 
tion, and,  of  course,  all  that  host  of  "  Catholic  " 
casse,  which  official  statistics  early  in  1909  put  at 
1,200,  but  which  their  own  leaders  claim  to  stand  at 
1,600  or  even  2,000.     And  they  have  remained  small, 
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modest,  humble  little  institutions,  for  the  most  part  with 
a  small  number  of  members  only — 20,  and  40,  and  60. 
Not  a  few  have  more  than  100,  and  there  is  one  even 
with  600,  and  one  with  more  than  800.  But  these  are 
exceptions.  Some  of  them  do  a  considerable  amount 
of  business,  having  loans  outstanding  to  the  amount  of 
£600,  £800,  £1,500,  and  more. 

The  total  amount  outstanding  in  credits  on  accept- 
ances on  the  31st  December,  1907,  in  1,526  casse 
(including  the  "  Catholic  "  banks  still  to  be  spoken 
of,  which  are  in  a  considerable  majority),  according  to 
official  statistics — which  are  not  always  complete — 
was  36,848,433  lire,  in  addition  to  632,226  lire 
advanced  on  note  of  hand,  and  i,  1 18,399  li^"^  advanced 
on  mortgages,  38,599,058  lire  (£1,543,962)  in  all 
—  25,294  lire  (over  £1,000)  per  bank.  This  is  a 
substantial  advance  upon  the  figure  of  £172  per  bank, 
given  thirteen  years  ago  ;  but  it  is  difficult  to  determine 
how  much  of  the  increase  is  due  to  the  growth  of 
undenominational,  how  much  to  that  of  "  Catholic  " 
banks.  The  collective  share  capital  stood  at  only 
456,762  lire,  but  the  collective  indivisible  reserve  funds 
amounted  to  1,058,254  lire,  and  the  amount  of  deposits 
(savings)  to  43,308,302  lire  (£1,692,232).  About 
midsummer  1909  the  figure  for  deposits  was  estimated 
-to  stand  at  about  50,000,000  lire  (£2,000,000) — 
which,  surely,  is  a  curious  comment  upon  the  avowal  of 
helplessness  made  in  this  country,  unless  there  should  be 
a  part  of  the  Development  Fund  to  keep  our  coming 
village  banks  in  cash.  Such  sums  as  those  named, 
helping  poor  people  to  earn  a  living,  mean  a  great 
amount  of  good  done  in  the  small  communities.  Give 
such  a  cassa  to  every  agricultural  village,  and  reckon 
up  what  the  result  will  be  !  And  think  of  the  relief, 
the  comfort,  the  independence,  the  education  which  such 
work  has  brought  to  the  poor  1    Wherever  they  have 
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gone  they  have  done  well .  There  is  but  one  opinion 
as  to  the  result  : — "  Elles  sont  administrees  avec  un 
enthousiasmc  et  un  ilrvoucmcnt,^^  so  wrote  Leon  Say, 
"  qui  uc  se  cUmentent  nulle  part,  et  elles  rcussissent 
part  out.''  Theirs  has  been  the  task  of  seeking  the 
hundredth  sheep,  and  sweeping  the  floor  for  the  lost 
piece  of  money.  They  were  planted  on  dry  and  thirsty 
soil,  and  their  fertilising  work  may  be  compared  to  that 
of  the  lupine,  which,  sown  on  barren  sand,  where  no  other 
plant  could  live,  sends  down  its  roots  feet  below  the  sur- 
face, to  draw  up  from  the  subsoil,  particle  by  particle, 
the  valuable  mineral  constituents  sparsely  distributed 
in  the  soil,  and,  with  the  treasure  of  nitrogen  absorbed 
from  the  atmosphere  and  its  own  vegetable  fibre  added 
in  the  shape  of  humus,  builds  up,  layer  by  layer,  a 
mould  able  to  bear  far  more  valuable  crops.  M.  Yersin, 
using  an  equally  apt  simile,  compares  the  People's 
Banks  to  a  forest,  which  at  the  same  time  accumulates 
fertilising  matter,  dispenses  shade  and  freshness,  yields 
a  valuable  crop  of  timber,  and  improves  the  climate 
and  atmospheric  conditions  of  the  district. 

To  see  what  a  bank  is  in  practice,  let  us  go  back  to 
the  pioneer  bank  of  Loreggia.  You  could  not  find  a 
better  one  to  serve  as  a  type.  Nor,  at  Loreggia,  or 
indeed  elsewhere,  could  you  have  a  better  guide  to 
explain  to  you  its  work  than  old  "  Corazza,"  in  respect 
of  age  the  "  father  "  of  the  bank,  when  some  years  ago 
I  went  to  visit  it.  His  real  name  was  Bernardo  Pie- 
troni  ;  you  could  not  tell  that  from  his  signature, 
which  he  had  learned  to  scrawl  after  h^  was  a  grand- 
father, merely  to  qualify  himself  for  admission  to  the 
bank.  In  the  village  his  opinion  counted  for  as  much 
as  that  of  any  other  six  men.  If  he  was  deficient  in 
knowledge  of  letters,  you  soon  found  out  that  he  had 
plenty  of  common -sense  and  sound  judgment,  and  had 
not  allowed  experience  to  go  by  without  drawing  profit 
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from  it.      Indeed,  in  conversation  he  discovered  fami- 
liarity  with   the   principles    of   modern   farming   rather 
surprising  in  so  self-taught  a  man.      "It  is  the  bank  The  Benefits 
that  has  taught  me  that/' so  he  candidly  admitted.    In  ^^hkhithas 

.  J .  ,  .  .  assured. 

providing  him  with  the  money  which  he  required  for 
his  farming  operations,  under  certain  safeguards,  it 
had  made  him  think  how  he  might  best  employ  it. 
If  you  would  go  about  his  field  and  his  yard,  up  to 
his  corn-loft,  and  into  his  cow-house,  you  soon  learnt 
why  he  loved  his  bank.  "  I  could  not  keep  my  farm 
like  that  formerly."  His  house  was  a  large,  simple  and 
primitive,  but  substantial  building,  according  to  the 
custom  of  the  countr\-,  affording  room  for  his  numerous 
family,  comprising  children  and  grandchildren,  of 
twenty -eight,  among  whom  he  lived  like  a  patriarch 
of  old.  Such  large  families  are  not  unusual  in  \'enetia. 
These  twenty-eight  were  Corazza's  "  children."  So 
far  as  they  were  capable  of  work,  they  were  also  his 
"  hands."  He  required  no  hired  labour.  Corazza 
would  show  you  his  maize -cobs,  plump  and  bright  in 
colour,  his  full -grained  barley,  his  well -shaped  pota- 
toes. "  We  used  not  to  grow  them  like  that.  It  is 
the  bank  that  has  found  the  manure  and  the  implements 
for  good  cultivation."  "  But  could  not  you  have  saved 
what  you  wanted  for  that  out  of  what  you  were 
making  ?  "  "  There  was  nothing  to  save,"  replied 
he.  "It  all  went  to  the  usurer.  We  never  had  a 
farthing  over.  Besides,  if  I  had  saved  for  buying 
implements,  or  manure,  I  must  have  starved  the  farm 
at  some  other  point,  where  starving  would  have  meant 
loss.  The  bank  came  in  from  outside.  It  gave  me  the 
additional  pound  or  two,  and  never  taxed  me  except 
out  of  the  produce  of  that  additional  pound  itself. 
It  was  content  to  wait  till  that  had  borne  fruit.  So  I 
could  well  afford  to  borrow.  It  cost  me  nothing." 
Corazza  would  go  on  to  show  you  his  beasts.     He  was 
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very  proud  of  them.  Here  were  two  draught-oxen  worth 
1,000  lire — the  ordinary  price  of  a  peasant's  bullock  is 
somewhere  about  200  lire.  He  never  had  a  stableful 
like  that  in  former  times.  These  beasts  and  his  cows 
fed  Corazza's  family  with  milk,  and  they  fed,  what  he 
appreciated  as  much,  his  fields  with  fertility.  "  Put 
into  the  ground  as  much  as  you  can,"  he  said,  having 
learnt,  with  the  bank's  help,  a  lesson  in  high  farming. 
"  Our  soil  wants  it.     But  it  will  give  it  you  all  back." 

Corazza  had  more  to  tell  of  the  benefits  of  the  bank 
in  other  households — real  cases,  which  would  bear 
inquiring  into.  There  was  such  and  such  an  one  in  the 
parish,  the  tenant  of  a  farm — he  had  it  still — of  about 
twenty  acres.  It  was  wretchedly  neglected.  Every- 
thing was  pawned,  and  the  only  person  who  got  any- 
thing out  of  it  was  the  usurer.  It  was  a  hard  case. 
The  man  joined  the  bank,  but  the  bank  was  at  a  loss 
how  much  it  might  trust  him  with.  It  advanced  him 
£4.  That  sufficed  to  stop  a  hole.  He  repaid  the 
money  and  borrowed  more.  [The  bank  at  present 
lends  no  more  than  £30  to  any  one  man.  But  that 
little  sum  may  be  kept  continually  coming  and  going, 
earning  and  repaying  itself,  giving  the  poor  fellow 
£30  perpetually  to  work  with.]  The  quasi -bankrupt 
of  ten  years  before  then  had  his  farm  in  tolerable 
condition,  he  had  six  beasts  of  his  own  and  £60  laid 
by  in  the  Savings  Bank.  "  Then  why  does  he  not  use 
that  instead  of  the  bank  money?"  "No,  no,"  said 
Corazza,  "that  would  never  do.  What  he  borrows 
from  the  bank  he  knows  that  he  must  repay.  So  he 
is  careful  with  it.  He  will  cast  over  exactly  what  an 
outla>  will  bring  him  back.  Aye,  we  have  learnt  to 
calculate.  The  other  money  is  far  safer  where  it  is 
now.  It  is  a  good  security  to  the  bank,  and  the  man 
will  not  fritter  it  away." 

There  was  another  man  with  a  similar  holding.     He 
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was  miserably  poor.  But  the  bank  trusted  him  in  1883 
with  £8  wherewith  to  buy  two  calves.  He  had  bor- 
rowed again.  He  had  put  in  a  little  here  and  a  little 
there.  He  had  then  five  beasts  and  about  1,400  lire- 
worth  of  belongings,  instead  of  practically  nothing, 
and  was  only   100  lire  in  debt  to  the  bank. 

Corazza  had  other  cases  to  tell  you  of.  There  was 
that  poor  old  widow  woman,  who  carried  fruit  to  Padua 
to  sell.  What  with  her  poverty  and  her  debts  she 
never  felt  safe  from  day  to  day.  The  bank  let  her  have 
a  few  pounds.  That  gave  her  the  ground  to  stand 
upon.  Her  profits  came  to  herself,  instead  of  going  to 
the  usurer.  She  was  soon  quit  of  anxiety.  Her  earn- 
ings benefited  herself. 

There  was  that  small  tradesman.  He  was  a  pauper, 
receiving  parish  relief.  As  such  he  was  not  eligible 
for  the  bank.  But  a  kind  friend  lent  him  a  little  to  get 
himself  off  the  rates.  The  bank  admitted  him,  gave 
him  a  few  pounds  to  buy  cheap  wares  with  to  hawk 
about.     Some  years  after  he  had  his  little  shop. 

Nowhere  has  gold  dropped  down  in  great  lumps  ah  the  Benefit 
upon  the  people.  They  have  not  made  fortunes  sud-  got  is  Seif- 
denly.  But  they  have  been  helped  to  earn  fairly  and 
to  live  respectably.  It  is  this  being  able  to  get  an 
extra  pound  or  two  to  do  a  thing  well  which  was 
formerly  done  badly,  this  power  of  drawing  on  a  fund 
never  failing  at  any  time  that  an  opportunity  oft'ers 
for  employing  it  profitably,  and  this  pressure  put  upon 
people  to  calculate  what  they  are  doing,  which  makes 
this  bank  so  tellingly  useful.  The  aspect  of  the  farms 
whose  tenants  belong  to  the  bank  has  been  materially 
changed  within  the  past  few  decades.  There  is  order 
and  tidiness  where  there  used  to  be  the  neglect  in- 
separable from  penury.  "  We  could  not  then  eat  such 
good  polenta,"  remarked  Corazza's  wife,  as  you  stopped 
to  look  at  that  huge  mess  of  really  appetising  maize- 
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porridge  brought  into  the  common   room  to  serve  as 
meal    for    the    twenty-eight    mouths,    large   and    small. 
"  We  had  to  live  on  the  inferior  grain." 
A  Commitiee         To  See  the  bank  at  work  in  another  aspect,  come  to 
Meeting.  ^^^   inuiiicipio   to   attend   while   the  elected   committee 

hold  their  sitting.  There  is  the  sindaco  ready  to  bow 
you  into  the  room.  These  village  mayors  know  the 
value  of  a  village  bank.  It  makes  government  easier 
for  them.  They  help  it  by  depositing  municipal 
moneys.  Charitable  and  friendly  societies  will  do  the 
same  thing — at  first,  it  may  be,  to  help  and  strengthen 
the  little  bantling,  but  later  certainly  for  safe  keeping. 
As  a  meeting -place  the  municipio  is  always  open  to 
the  bank.  In  some  parishes — as  in  \'igonovo — the 
priest  will  allow  to  the  banks  the  use  of  the  church. 
The  committee  meet  every  fortnight,  or  oftener,  should 
occasion  require.  At  Loreggia,  Signor  Wollemborg,  as 
President,  takes  the  chair.  His  brother,  who,  to  save  the 
bank  expense,  at  the  time  spoken  of  discharged  gratui- 
tously the  functions  of  secretary,  sits  by  his  side.  And 
there  are  the  other  members.  It  is  surprising  what 
power  of  following  business,  of  mentally  seizing  impor- 
tant points,  and  also,  in  a  rustic  way,  of  expressing  them- 
selves, this  bank  business  will  infuse  into  these  simple 
village  folk.  It  is  their  first  education  in  public  affairs. 
If  there  are  still  people  who  believe  that  what  village 
folk  want  to  arouse  their  interest,  and  educate  them 
to  better  things,  is  a  circus  and  not  a  parish  council, 
let  them  go  to  one  of  these  village  bank  meetings, 
and  see  for  themselves  what  a  remarkably  stimulating 
effect  such  council  work  has  upon  small  rural  folk, 
rhey  take  nothing  for  granted  ;  they  will  have  every- 
thing made  clear.  And  be  the  other  man  a  squire  or 
a  day-labourer,  they  will  argue  the  case  with  him 
thoroughly.  At  the  general  meetings,  which  are  held 
twice  or  three  times  a  year,  to  discuss  the  limits  to  be 
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hxed  for  loans,  the  rates  of  interest  to  be  charged  or 
given,  or  any  appeal  from  decisions  of  the  committee, 
to  elect  the  committee-men,  the  council-men,  or  what- 
ever the  business  may  be,  there  are  debates  which 
mdicate  real  arguing  power. 

But  the  present  is  a  committee  meeting.  There  are  Elections, 
candidates  waiting  for  election.  Election  is  no  farce 
Drunkards,  idlers,  evil -livers,  and  the  like,  the  bank 
will  not  have.  So,  if  there  are  any  such  who  apply, 
they  are  rejected  without  much  to-do.  In  a  good  many 
more  cases  than  one  have  they  come  back  as  reformed 
characters  to  lind  themselves  elected.  Here  is  a 
market  which  pays  value  for  honesty  and  good  con- 
duct. Job  is  not  expected  to  "  serve  God  for  naught." 
Hence  that  marvellous  educating  power  which  has  made 
priests  own  that  the  bank  in  their  parish  has  done  more 
to  make  good  men  of  their  parishioners  than  all  their 
preaching.  And  that  is  so  not  at  Loreggia  only. 
Abano,  \'igonovo,  Crema,  Faller,  and  whatever  other 
places  possess  banks,  have  all  similar  tales  to  tell. 

Now  come  the  savings.  Here  comes  in  a  little  girl  Savings. 
with  her  few  centesimi  ;  next  an  old  woman  brings 
a  few  lire.  There  is  a  lad  with  his  bare  legs  still  all 
purple  from  treading  the  grapes  in  true  Old  Testa- 
ment fashion,  in  a  water-tight  cart  from  which  the 
juice  runs  out  scarcely  appetisingly  bv  a  spout.  He 
has  earned  a  little  money,  and  he  carries  the  lira  or 
two  to  the  bank.  These  people  all  bring  their  savings 
themselves— not  as  a  matter  of  distrust  towards  others, 
but  as  wishing  to  manifest  their  own  keen  personal 
interest  in  the  common  institution.  This  is  altogether  a 
different  affair  from  the  public  office  work  of  the  Post 
Office  Bank.  This  bank  is  to  its  members  a  living 
creature,  whose  pulse  they  may  feel.  Members  do  not 
come  merely  to  bring  their  savings  ;  they  want  to  hear 
something  of  what  is  going  on.   They  are  entitled  to  see 
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the  balance-sheet,  which  is  drawn  up  every  fortnight 
at  the  close  of  the  committee  meeting,  and  hung  up 
for  view  in  the  public  room  of  the  municipio. 

After  the  receipt  of  the  savings  comes  the  considera- 
tion of  applications  for  loans.  As  a  rule,  there  is 
the  vacca,  or  the  vitella,  or  the  tnaiale,  to  be  bought'— 
though  the  pig  is  not  yet  as  much  honoured  in  Italy 
as  he  deserves  to  be.  Soinetimes,  in  the  place  of  a  cow 
or  a  calf,  there  will  be  a  goat.  Or  else  the  village 
wheelwright  will  want  to  buy  wood,  the  shoemaker 
leather,  and  so  on.  Every  case  meets  with  careful 
consideration.  Is  the  applicant  trustworthy  ?  Is  his 
case  good  ?  Is  the  sum  a  legitimate  one  ?  Is  the  time 
proposed  for  repayment  excessive?  Are  the  sureties 
good?  It  may  happen  that  the  loan  is  refused,  though 
such  cases  are  not  many.  It  may  happen  that  the 
amount  is  reduced  or  the  period  curtailed.  According 
as  the  committee  decide,  the  applicant  is  advised,  and 
then  he  may  come  with  his  sureties  to  receive  the 
money  from  the  cashier  in  exchange  for  a  bill  of 
exchange,  which  runs  only  for  three  months,  for  what- 
ever period  the  loan  be  granted — two  years  or  more — 
in  order  that  he  may  be  compelled  to  employ  the 
money  as  was  stipulated.  Should  he  fail  to  do  so,  the 
bill  is  not  renewed. 

It  would  be  ridiculous  to  say  that  our  "  Village 
Bank  "  has  brought  about  the  millennium  in  Loreggia, 
or  anywhere  else.  But  it  has  brought  the  local  people 
very  material  and  welcome  help.  It  has  sent  the  usurer 
to  the  rightabout.  He  has  left  the  place  discomfited. 
It  has  taught  members  to  bank  their  money  instead  of 
locking  it  away  in  a  drawer  or  hiding  it  in  a  stocking, 
where  it  could  not  possibly  do  any  one  any  good. 
It  has  taught  them  to  calculate  the  profitableness  of 
their  enterprises,  and  made  them  familiar  with  simple 
accounts.    It  has  added  a  fresh  stimulus  to  thrift.    It 
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has  brought  public  opinion  and  class  opinion  to  bear 
upon  people  in  the  most  effective  way — stimulating, 
checking,  restraining.  It  has  made  the  people  better 
men  and  better  neighbours.  Where  there  used  to  be 
grudging  and  envying,  ill-concealed  delight  in  another's 
troubles,  there  is  now  fellow-feeling — because  people 
have  learned' that  they  are  bound  together  by  a  common 
interest,  that  their  neighbour's  hurt  is  their  own,  their 
neighbour's  good  their  profit. 

I  will  not  say  that  to  an  untrained  eye  the  difference 
is  likely  to  be  very  striking.  But  any  one  acquainted 
with  agriculture  will  be  pretty  sure  to  detect  the  con- 
trast between  an  Italian  village  which  has  no  bank^ 
and  one  in  which  such  a  bank  has  been  at  work  a  few 
years.  Where  there  is  such  a  bank,  cultivation  is 
sure  to  be  better.  Crops  look  cleaner  and  heavier. 
The  live  stock  are  better  kept.  The  buildings  are  in 
better  repair.  There  is,  generally  speaking,  less 
poverty,  a  look  of  greater  prosperity  about  both  people 
and  farms  ;  and  if  any  visitor  has  time  to  look  into 
the  social  life  of  the  village,  he  will  find  that  there 
is  a  good  deal  more  still  to  distinguish  a  "  bank " 
village  from  an  ordinary  one,  even  apart  from  increased 
economy,  sobriety,  thrift,  and  saving.  Once  more  to 
quote  Leon  Say  : — "  La  petite  culture  se  devetoppe 
avec  une  energie  crolssanie  et  les  operations  de  credit 
agraire  du  reseau  des  petites  banques  ne  sont  pas  an  des 
moindres  encouragements  donnes  a  cette  petite  cul- 
ture r 

"As  deposits  grow,"  so  writes  the  parish  priest  of  Testimonies  to 
Faller,  Don  Filippo  Poletti,  "the  taverns  are  for-  their  Work, 
saken."  Neat  houses  spring  up  where  there  used  to 
be  hovels,  gardens  are  seen  carefully  trimmed,  the 
live  stock  become  the  peasant's  property,  and  every- 
where the  usurers  find  their  occupation  gone.  "  Tout 
cela,''    writes    M.    Rostand,    after    his    second    visit    of 
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inspection,  "  c'est  bicn  la  realisation  pratique  de  I'ideal 
cooperatif  an  village.  II  n'est  pas  possible  que  par 
Vunion,  Vesprit  de  la  solidarite :'  "  In  truth,"  he 
goes  on,  "  this  second  visit  has  satisfied  us  more  and 
more  that  the  small  co-operative  institutions  with  un- 
limited liability  possess,  along  with  their  practical 
utility,  manifest  on  the  face  of  them,  a  social  utility 
peculiarly  worthy  of  notice.  Freed  from  usury,  the 
peasantry  have  regained  courage  and  confidence."  One 
more  testimony  I  quote  from  Dr.  de  Portis,  the  surgeon 
practising  in  Loreggia,  with  regard  to  the  cassa  in 
his  own  village  : — 

"The  peasant  who  previously,  helpless  and  forsaken,  proved  a 
ready  prey  to  the  most  shameless  usurer,  and  had  no  choice  for  him- 
self 'out  between  extreme  misery  and  dishonesty,  has  now  risen  to  a 
sense  of  human  dignity.  He  is  proud  of  being  a  member  of  the 
Association,  and  of  taking  part  in  its  management.  In  it  he  acquires 
a  sense  of  self-respect,  of  independence,  a  love  of  work,  of  honesty, 
and  punctuality.  Usury  finds  its  occupation  gone.  The  usurers 
themselves  are  compelled  to  acknowledge  the  good  done  by  the 
Association,  though  they  have  to  leave  the  district.  Our  peasants 
declare,  '  We  mean  to  bring  up  our  sons  with  a  love  of  work,  in  order 
that  they  may  take  their  place  among  the  galaniuoiniiii:  " 

Does  it  not  make  one's  mouth  water  to  read  of  the 
magician's  work  done  by  these  "  attachantes  institu- 
tions, dont  muimilite  est  la  be  ante  "  ?  It  is  all  so 
modest,  so  simple— so  small,  if  you  will.  It  is  all 
purchased  with  personal  pains,  with  watchfulness,  care, 
and  scrupulous  thrift.  There  are  as  yet  none  of  those 
millions  which  make  M.  Luzzatti's  work  so  imposing, 
none  of  those  marble  palaces  and  masses  of  gold  accu- 
mulated. But  the  persons  whom  the  beneficent  work 
has  enriched  could  not  possibly  have  been  reached  by 
any  other  agency.  The  happiness  diffused,  the  culture 
spread,  the  prosperity  of  which  as  yet  really  only  the 
seeds  have  been  sown,  but  sown  surely,  are  likely  to 
weigh  as  heavy  in  the  balance  of  success,  when  accounts 
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are  made  up,  as  the  much  larger  riches  more  easily- 
accumulated,  where  populations  are  dense,  and  the 
materials  of  wealth  lie  all  ready  to  hand.  Brick  upon 
brick,  "  here  a  little  and  there  a  little,"  the  structure 
is  being  raised,  which  is  likely  to  stand  all  the  more 
enduringly,  and  the  more  securely,  and  to  prove  the 
better  stronghold  of  thrift  and  wealth,  because  every 
inch  of  it  was  raised  by  an  effort,  and  cemented  with 
virtues  and  sound  principles  instilled. 

If  more  Englishmen  would  go  and  study  the  work 
of  these  banks  on  the  spot,  as  I  have  done  at  Loreggia 
and  elsewhere,  I  doubt  if  our  own  villages  would 
much  longer  remain  without  so  useful  an  institution, 
which  has  only  to  be  seen  to  be  appreciated.  Before 
the  proper  appreciation  of  its  work,  such  as  seeing 
would  bring  with  it,  the  supposed  difficulties  would 
melt  away  like  wax. 

Like  the  Raiffeisen  system  in  Germany,  Dr.  WoUem- 
borg's  has  given  birth  to  several  distinct  offshoots — 
in  the  main  two,  both  being  founded  alike  on  the  pro- 
visions of  the  Codice  di  Commercio — leaving  out  of 
account  an  indeterminate,  but  not  very  considerable, 
number  of  societies  formed  under  the  Codice  Civile, 
as  well  as  the  State  promoted  societies  now  in  attempted 
formation,  about  which  something  has  been  said  in  a 
preceding  chapter.*  There  is  happily  no  junker  ele- 
ment in  Italy,  to  adopt  the  peculiar  5'?ms?-Raiffeisenism 
which  has  proved  so  attractive  in  Germany.  But  there 
are  "  Catholics,"  and  there  are  Savings  Banks — savings 
banks  which  are  independent  of  the  Treasury,  which 
consider  it  their  duty,  instead  of  locking  up  their  funds 
and  employing  them  solely  to  appreciate  Consols,  to  do 
good  among  the  poorer  population  and  to  spend  some 
of  their  overplus   in  educational   and   wealth -diffusing 

*  See  p.  2og. 
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work.  They  have,  among  other  things,  rendered  yeo- 
man's service  to  the  Casse  Rurall,  as  well  as  to  the 
Banche  Popolari,  in  providing  substantial  sums  for 
them  by  way  of  loan.  Some  fifteen  years  ago,  or  more, 
it  occurred  to  M.  Poncini,  the  philanthropic  and  very 
active  President  of  the  large  Savings  Bank  of  Parma — 
which  among  other  excellent  services  rendered  to  agri- 
culture, has  invented  the  "  moving  lecturer's  chair," 
the  cattedra  ambulante — that  his  bank  might  with 
advantage  to  the  public  act  directly,  as  well  as  indi- 
rectly, for  the  diffusion  of  popular  credit,  coupled 
with  more  extended  technical  instruction.  We 
shall  see  presently  in  what  manner  the  same  idea 
has  been  carried  out  by  well-intentioned  savings 
banks  both  in  Belgium  and  in  France.  "  Form 
your  village  banks  under  our  rules  " — rules,  that 
is,  which  in  all  essential  features  are  on  all  fours 
with  those  recommended  by  Dr.  Wollemborg — "  give 
an  undertaking  that  you  will  contract  no  debts 
with  any  other  financial  institution,  and  will  submit  to 
our  supervision  and  control,  and  you  shall  be  allowed 
to  draw  upon  us  for  the  money  which  you  require, 
within  certain  limits."  That  is  practically  what  the 
Savings  Bank  said  to  its  intended  beneficiaries  ;  and 
the  offer  was  expected  to  help  the  infant  banks  over 
all  initial  difficuLties  of  formation  and  practice.  At 
the  outset  such  banks  were  required  to  deposit  their 
surplus  funds  with  the  parent  Savings  Bank  ;  but 
that  provision  appears  to  have  been  abandoned  as 
unnecessary. 

The  principle  here  set  forth  is,  in  effect,  the  same 
principle  as  that  embodied  in  the  Prussian  State-aid 
scheme,  with  this  distinct  improvement,  that  the  money- 
providing  authority  is  not  the  State,  but  a  private  insti- 
tution. However,  it  is  still  a  body  to  which  small  sums 
of   money   may   be   presumed   to   be    of   no   account,   a 
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'*  little  Providence,"  which  in  addition  keeps  the  banks 
in  a  state  of  dependence.  The  appeal  to  members  of 
such  banks  to  work  strenuously  for  their  own  economic 
uplifting  comes  in  such  form  in  a  very  enfeebled  shape. 
It  is  a  totally  different  thing  to  providing  money  in  a 
business  way  for  a  little  organisation  which  retains 
its  full  independence  and  pledges  its  full  responsibility. 
There  is  in  this  method  of  procedure  a  soas-entendu 
of  patronage,  which  is  rather  out  of  harmony  with  the 
aim  of  evoking  manly  effort.  For  a  long  time  the 
results  continued  insignificant,  and  it  is  only  due  to 
the  vigorous  exertions  of  the  late  deputy  M.  Guerci, 
a  peculiarly  well -qualified  champion  for  such  a  cause, 
that  the  "  neutral  "  casse,  as  they  are  called,  have  made 
better  headway  of  late — within  their  own  circum- 
scribed district  of  Parma — in  perfect  amity  with  Dr. 
Wollemborg's  casse,  although,  of  course,  inferior  to 
them  in  numbers,  and  scarcely  their  equals  in  educa- 
tional efficiency.  There  are,  however,  no  figures  to 
quote  from  to  show  what  is  their  present  strength. 

A  very  much  more  important  movement,  initiated  in 
imitation  of  Dr.  Wollemborg's  rural  risorgimento  was 
that  which  has  become  known  as  distinctly  "  Catholic." 
The  "  Catholics  "  and  the  "  Liberals  " — that  is,  the 
"  Catholics  "  submitting  unreservedly  to  the  authority 
of  the  Vatican,  and  the  Italians,  catholic  and  otherwise, 
who  decline  to  render  to  the  Vatican  more  than  what, 
in  their  opinion,  is  due  to  it — keep  up  a  merry  fight,  in 
co-operation  as  well  as  in  other  matters.  Wherever  the 
one  party  "  erects  a  house  of  prayer,  the  other  surely 
builds  a  chapel  there."  So  it  is  in  the  matter  of  rural 
co-operation,  aiming  at  stores,  and  production,  credit, 
dairies,  vintries,  and  common  renting  of  land,  which 
the  Socialists  are  actively  setting  on  foot.  Wherever 
the  Socialists  start  a  "  society  "  of  the  sort,  the 
"  Catholics  "  at  once  respond  by  forming  a  "  union," 
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which  is  to  do  the  very  same  thing  under  the  Church's 
authority  and  encouraged  by  the  late  Pope's  bull 
Novarum  Rerutn.  To  such  point  has  this  rivalry  been 
carried  that  the  "  Catholics  " — like  the  Belgian  Socialists 
led  by  M.M.  Anseele  and  Vandervelde — have  their 
Mai  sons  da  Peuple  {Case  del  Popolo) — most  notably 
so  in  the  papal  stronghold  of  Bergamo — to  "  take  the 
shine  "  out  of  the  case  slowly  being  formed  by  M. 
Garibotti  and  his  friends.  And  they  have  added  to 
the  co-operative  programme — with  very  good  results — 
on  their  own  authority,  the  services  of  housing  com- 
bined with  life  insurance,  which  leaves  the  borrower's 
family  free  of  debt,  but  in  possession  of  their  house 
at  his  death  ;  and  also  the  helpful  co-operative  wine- 
pressing  societies,  of  which  I  am  glad  to  think  that 
Don  Cerutti  first  learnt  from  my  writings.  Both  these 
additions  have  proved  decidedly  serviceable.  Com- 
petition has  indeed  proved  helpful  in  furthering  good 
work.  It  is,  of  course,  keenest  between  "  Catholics  " 
and  Socialists.  But  there  have  been  pleasant  bandy- 
ings  of  such  terms  of  endearment  as  "  Belial,"  and — I 
forget  what  the  precise  word  was,  used  in  answer  to  this 
— also  between  "  Catholics  "  and  the  strictly  neutral  co- 
operators  who  follow  ]M.  Luzzatti  ;  and  that  after  I  had 
fondly  flattered  myself  that  I  had  acted  successfully 
as  peacemaker,  inducing  M.  Luzzatti,  always  large- 
hearted,  to  invite  Don  Cerutti  to  meet  mc  at  his  hospit- 
able table.  Seeing  how  very  conspicuous  a  part  the 
parish  paroco  has  played  everywhere  in  the  promotion 
of  village  banks,  it  cannot  create  surprise  that  the 
"  Catholics,"  acting  through  their  leader  of  those  early 
days,  Don  Cerutti — at  the  time  assistant  priest  at 
Gambarare,  close  to  Venice — should  have  turned  their 
attention  very  pointedly  to  village  banks.  Here  was 
the  very  chosen  adjunct  to  the  faldstool  and  the  con- 
fession box,  intended  so  by  its  first  inventor  in  Rhine- 
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land,  and  commended  in  all  quarters  as  the  natural 
ally  of  the  pulpit.  Don  Cerutti's  parish  lay  in  the 
midst  of  a  district  not  unfruitful  but  neglected,  back- 
ward, undeveloped.  The  fields  and  vineyards  were 
sighing  for  manure,  and  for  better  cultivation.  The 
peasants'  cottages  were  crying  out  for  comforts,  and 
even  for  mere  necessaries  of  life.  In  1889  things 
looked  particularly  black,  because,  on  the  top  of  other 
distress,  the  grape  crop  had  failed,  and  its  failure 
brought  ruin  upon  many  a  little  household.  Don 
Cerutti  resolved  to  set  his  hand  to  the  plough,  and 
no  doubt  his  ploughing  has  been  to  some  purpose. 

On  the  26th  February,  1890,  he  founded  his  first  The  First 
"  Catholic  "  bank.  It  did  not  really  begin  work  till  3.^'^^^°^''^ 
the  1st  July.  The  bank  was  a  modest  institution 
enough  to  begin  with,  with  only  twenty -six  members  on 
its  roll,  including  three  priests,  the  village  doctor, 
the  village  chemist,  three  owners  of  tiny  freeholds,  an 
artisan,  two  employees,  and  fifteen  small  tenants.  There 
was  not  a  stiver  in  the  bank's  coffers.  All  the  money 
which  was  to  be  lent  out  had  first  to  be  borrowed. 
Friends  put  in  some  deposits.  The  Savings  Bank  of 
Venice  granted  a  lo^n  at  a  rather  high  rate  of  interest, 
viz.,  5 J  per  cent.  With  such  help  the  bank  managed  to  its  Work. 
deal  out  in  the  first  half-year,  at  6  per  cent,  interest, 
about  £370  in  thirty-three  loans.  The  greater  portion 
of  this  money  went  for  the  purchase  of  stock  and 
poultry,  about  £62  for  farm  work,  £48  in  loans  to 
small  tradesmen  for  stocking  their  shops,  and,  lastly, 
£20  for  household  purposes.  At  the  outset  the  bank 
limited  the  borrowing  powers  of  any  one  member  to 
£20.  The  figure  was  subsequently  doubled.  The  maxi- 
mum of  aggregate  lending  authorised  at  one  time,  I 
believe,  still  stands  at  £1,400.  The  whole  business  is 
small,  modest,  and  unpretending.  But  the  help  given  is 
sufficient  for  the  humble  purposes  for  which  it  is  asked. 
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And  it  is  self -earned.  In  point  of  time  the  limit  laid 
down  for  loans  is  three  years  as  a  maximum.  But  there 
are  many  short  loans  down  to  a  month.  By  a  very 
judicious  provision,  borrowers  repaying  before  the  time 
stipulated  are  allowed  a  rebate  in  the  interest.  To 
make  ends  meet,  expenses  had  to  be  kept  down  to  a 
minimum,  and  actually  not  a  centesimo  was  spent  in 
fees  or  salaries  to  officers.  Nevertheless  the  first  year's 
working,  very  accountably,  resulted  in  a  loss — a  very 
trifling  one — somewhere  about  165.  Since  then  there 
has  always  been  a  surplus,  small  but  sure,  which,  lira 
by  lira,  accumulated  in  three-and-a-half  years  to  some- 
thing like  £36,  a  tiny  reserve,  all  that  the  bank  actually 
possessed,  but  a  sum  never  to  be  shared  out.  It  was  the 
bank's  collective  property,  and  belonged  to  the  bank 
alone.  The  next  year  the  bank  did  better.  Increasing 
success  secured  it  more  funds,  more  supporters,  a  larger 
business.  I  am  not  in  a  position  to  state  its  precise 
present  strength — my  friend  Don  Cerutti  has  long  since 
become  Vicar  of  Murano — but  I  will  give  a  few 
Instances.  instances  of  its  work.  Here  are  three,  taken  from 
the  bank  records.  A  poor  cottager  was  in  distress  for 
money  whereby  to  pay  his  rent.  He  was  £14  in  arrear, 
and  the  landlord  would  hear  of  no  further  delay.  What 
was  the  man  to  do  ?  The  only  property  on  which  to 
realise  were  his  two  cows — his  very  bread-winners — 
ill-bred  beasts  that  our  farmers  would  scarcely  deign 
to  look  at,  but  which  meant  very  much  to  him.  That 
would  be  draining  a  well  to  slake  a  moment's  thirst. 
The  bank  stepped  in,  took  security — thereby  compelling 
the  borrower  to  husband  his  means  and  lay  by  from 
his  weekly  earnings.  And  within  four  months  the  cows 
had  paid  off  the  debt,  with  interest,  out  of  their  milk. 
Another  ]5oor  fellow  was  in  a  similar  dilemma,  with 
his  Martinmas  rent  due  and  no  money  in  his  stocking. 
There  were  a  hundred  quintals  of  hay  to  sell.     But  the 
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price  was,  in  November,  only  3.25  lire  per  quintal. 
If  he  could  but  tide  over  till  Spring  !  He  enrolled 
himself  a  member  of  the  bank,  obtained  a  loan  at  the 
rate  of  6  per  cent.,  and  in  May  sold  his  hay  at  5.25 
lire  the  quintal,  thus  saving  200  lire  by  the  transaction. 
Lastly,  there  was  a  poor  widow  who  wanted  to  buy  a  pig. 
The  village  Shylock  was  ready  to  advance  the  money 
at  his  usual  moderate  rate  of  5  lire  per  month,  and 
the  loan  of  30  lire  to  be  repaid  within  a  year.  That 
is  at  the  rate  of  200  per  cent.  Why  not  join  the  bank 
and  borrow  at  six,  asked  Don  Cerutti  ?  Why  not, 
indeed  ?  The  woman  took  the  advice,  and  within  a  few 
years  found  herself  nearly  60  lire  in  pocket.  These 
are  petty  savings,  it  may  be  said.  But  they  mean  a 
good  deal  to  the  people  by  whom  they  were  made. 
For  "  little  things  are  great  to  little  men." 

Here  is  an  analysis  of  783  loans  granted  by  the 
Gambarare  Bank,  with  the  object  and  amount  of  each 
set  forth  : — 


Purchase  of  breeding  stock 

Purchase  of  draught  cattle 

Seed,  breadcorn,  &C. 

Poultry  for  fattening 

Sulphur  and  vitriol  for  vineyards 

Insurance  (hail) 

Purchase  of  land 

Household  requisites 

For  trading  purposes 

Land  improvements  . 


Loans. 

Lire. 

.    155 

28,890.45 

53 

12,360.20 

32 

4,730.00 

35 

1,167.36 

290 

5,861.81 

112 

I 

2.798.40 
800.00 

46 

6,470.85 

27 

6,215.05 

32 

9,050.05 

783      76,044.17 


Since  Don  Cerutti  began  his  work,  which  soon  earned 
him  the  Vatican's  particular  blessing,  "  Catholic  " 
village  banks  have  made  way  fast.  It  is  not  possible 
for  me — perhaps  at  the  present  moment  not  for  any- 
one out  of  the  Vatican — to  give  precise  figures  with 
regard  to  their  number  and  strength.     The  movement 
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has  become,  organically  at  any  rate,  rather  decen- 
tralisedly  diocesan  than  united.  The  societies  of  every 
diocese  group  themselves  together,  placing  themselves 
under  the  authority  of  the  episcopal  See,  and  manage 
to  provide  for  their  own  funds  locally.  A  "  Central 
Bank  "  was  formed  a  fair  number  of  years  ago  at 
Parma.  But  it  found  its  services  rarely  in  request. 
The  movement  as  a  whole  maintains  a  common,  not 
very  pretentious,  journal.  But — except  for  what  the 
Vatican  might  direct — united  action  has  only  quite  re- 
cently gone  further.  Only  within  the  past  few  months, 
on  a  motion  proposed  without  notice,  at  a  Congress 
convened  for  quite  another  purpose,  has  it  been  de- 
cided to  invite  "  Catholic  "  banks  to  unite  to  a  general 
"  Federation."  The  invitation  was  responded  to  on  the 
spot  by  a  large  number  of  banks.  And  now  that  the 
Pope  has,  in  a  rescript  dated  23th  January,  1910, 
pronounced  his  Apostolic  Benediction  upon  the  new 
Federation,  provided  that  it  shows  itself  apertamente 
e  scliiettainente  "  Catholic,"  there  can  be  no  doubt 
that  the  entire  number  of  "  Catholic  "  casse  will  seek 
shelter  under  its  banner.  Diocesan  "  Federations  " 
can  adopt  what  rules  they  severally  choose,  making 
them  binding  on  their  own  banks  only.  According  to 
statistics  collected  for  30th  June,  1909,  there  were 
then  about  1,200  "  Catholic  "  village  banks,  among 
1,680  village  banks  altogether,  all  of  which  are 
governed  by  the  same  law,  the  Cod  ice  di  Commercio. 
But  it  is  some  time  since  the  Cooperazione  Popolare^ 
the  "  Catholic  "  co-operative  journal,  proudly  an- 
nounced :  siamo  1,606  ;  and  since  then  Professor 
Bertone  has  gone  so  far  as  to  claim  2,000.  Since  banks 
are  allowed  t(j  form  also  under  the  Codice  Civile,  which 
exempts  them  from  the  obligation  of  sending  in  returns 
to  Rome,  probably  one  of  the  higher  figures  is  correct 
enough.     An  inquiry  instituted  in  the  summer  of   1909 
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I)y  the  Federazione  Italiana  del  Consorzi  Agrari  showed 
that  of  1,608  village  banks  brought  under  survey, 
as  many  as  1,238  were  situated  in  northern  Italy, 
only  1 1  2  in  central  Italy,  and  258  in  the  south.  That 
is  practically  the  same  tale  as  has  been  told  with  regard 
to  the  Banche.  The  north  has  proved  here  also,  as  in 
Robert  Burns'  estimation,  "  the  birthplace  of  valour 
and  country  of  worth." 

It  is  interesting  to  pursue  the  progress  of  the  village 
bank  movement  under  the  various  stimulating  influences 
enumerated,  not  the  least  powerful  of  which  was  the 
coming  on  the  scene  of  "  Catholic  "  institutilons.  The 
movement  began  on  20th  January,  1883,  with  only  one 
village  bank,  at  Loreggia  ;  at  the  close  of  1884  there 
were  six,  in  1885  fourteen,  next  twenty-four,  thirty-five, 
forty,  forty-two  ;  in  1892  there  were  still  only  ninety- 
three.  After  that  the  "  Catholic  "  propaganda  began 
to  tell.  By  1896  there  were  628,  by  1897  860,  by 
1901  1,006,  by  July,  1906,  1,446,  by  December,  1907, 
1,526. 

To  return  specifically  to  the  "  Catholic  "  banks. 
Unless  it  be  for  denominational  influence,  there  is 
nothing  essential  to  distinguish  them  from  other  similar 
institutions,  although,  as  already  observed,  there  is 
no  complete  unity  of  practice  among  them,  inasmuch 
as  there  are  no  common  rules  for  all.  Every  diocese 
may  issue  what  rules  it  pleases.  Like  the  other  village 
banks,  the  "  Catholic  "  have  generally,  or  pretty  gene- 
rally— in  order  to  be  on  the  safe  side,  in  view  of  a 
doubtful  law — adopted  the  principle  of  making  mem- 
bership dependent  upon  the  taking  up  of  very  small 
shares,  the  fixing  of  the  amount  of  which  is  left  to  the 
discretion  of  each  diocese.  They  carry  all  surplus  to 
reserve  only  until  the  total  assets  of  the  society  equal 
a  prescribed  fraction,  say,  one -twentieth,  of  the  lia- 
bilities.    After  the  assets  have  become  equal  to,  say. 
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one -tenth,  only  half  the  annual  surplus  goes  to  reserve  ; 
but  the  balance  is  not  distributed  in  divi'dend — not 
necessarily  so,  at  any  rate — but  is  applied  to  common 
purposes,  as  the  Committee  may  decide.  On  the  dis- 
solution of  the  society  the  reserve  fund  is  not  to  be 
shared  out,  but  to  be  applied  to  some  kindred  object 
of  common  utility.  Each  society  is  at  liberty  to  fix 
for  itself  the  number  of  members  to  compose  the  Con- 
siglio  Direttore,  that  is,  the  Managing  Committee.  The 
sindacato  is  borrowed  from  the  other  village  banks, 
but  interferes  less  in  the  management,  confining  itself  to 
reviewing  the  Consiglio's  work.  The  "  Catholic  "  banks 
combine  common  purchase  of  agricultural  and  house- 
hold necessaries  with  the  dispensing  of  credit,  and  find 
it  answer.  Like  the  agricultural  co-operators  of 
Eastern  Switzerland,  they  may  be  doing  this  with  the 
distinct  aim  of  preventing  their  members  from  enrolling 
themselves  in  the  urban  co-operative  stores,  which  are 
to  some  extent — at  any  rate  in  a  good  many  cases — 
marked  by  socialist  proclivities. 

The  great  point  in  dispute,  upon  which  the  specific 
value  of  the  "  Catholic  "  village  bank  must  turn  is  that 
of  their  alleged  subservience  to  political  ends  under 
the  direction  of  ecclesiastical  authorities.  Among 
non-"  Catholic  "  co-operators  the  entire  apparatus  is 
regarded  as  soaked  in  clerico-political  influence. 
The  object  of  the  Curia  is  said  to  be — whether  the 
members  of  village  banks  are  aware  of  it  or  not — 
to  "  create  by  means  of  economic  organisation  a 
powerful  '  faggot  body  '  (fascio)  of  *  Conservative  ' 
electors  ('  Conservative  '  here  stands  for  '  clerical  '), 
and  in  such  way  to  possess  itself  of  power,  as 
against  the  Government,  by  means  of  which,  once 
the  '  Catholic  '  and  clerical  party  conies  to  be  suffi- 
ciently strong,  to  obtain  concessions  in  favour  of 
the  clergy  and  the  Church."   An  ofiicial  writer,  directly 
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representing  the  Government,  says  with  regard  to  these 
banks  :  "  The  explicitly  religious  character  given  to 
these  societies  has  not  failed  to  manifest  itself  as  a 
political  force  of  the  very  first  order  and  as  a  powerful 
instrument  in  the  hands  of  the  '  Catholic  '  party, 
since  that  party  by  means  of  '  Catholic  Congresses  ' 
has  made  itself  the  public  proclaimer  of  rural  credit  co- 
operation, gathering  together  proselytes  in  little  time 
throughout  the  whole  of  Italy  in  innumerable  deno- 
minational village  banks,  which  have  in  course  of 
time  grouped  themselves  in  local,  regional,  and 
diocesan  federations."  On  the  other  hand,  it  should 
be  borne  in  mind  that  almost  all  religion  now  recog- 
nised in  Italy,  more  particularly  in  rural  districts,  is 
of  the  Roman  type,  and  that  it  would  be  impossible 
to  enlist  the  assistance  of  the  parish  clergy — whose 
help  has  proved  of  the  greatest  utility — and  to  call  upon 
the  banks  to  projnote  the  moral  improvement  of  the 
people,  without  permitting  them  to  teach  religion  in 
the  only  way  known  to  themselves.  Something  may 
have  been  concealed  from  me.  But — although,  of 
course,  I  am  altogether  in  favour  of  undenomina- 
tionalism  in  such  societies — I  have  never  found  any- 
thing co-operatively  amiss  in  "  Catholic  "  banks,  no 
more  than  has  a  good  friend  of  mine,  who  is  certainly 
an  expert  in  co-operative  banking  and  not  a 
"  Clerical,"   who   lives   among  these   people. 

The  "  Catholic  "  bank  rules,  although  insisting  that 
every  member  should  be  a  bond  fide  Roman  Catholic 
— praticare  la  religione  cattolica — yet  lay  it  down  that 
there  should  be  no  political  object — qualunque  fine 
politico — in  the  bank.  Indeed,  the  banks  have  grown 
very  much  less  outwardly  "  Catholic  "  than  they  used 
to  be  in  early  days,  when  every  society  was  named  after 
its  own  particular  patron  saint,  and  it  was  provided 
that,   in  the  case  of  dissolution,  the  funds  were  to  be 
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appropriated,  not  as  now,  for  the  benefit  of  isiituzioni 
affini,  but  for  some  opera  cattolica.  Opponents  con- 
tend that  such  change  is  all  moonshine — lupus  piluin 
inutat,  non  nientem — that  although  the  words  have  been 
suppressed,  the  spirit  has  remained  the  same,  and  also 
the  power  to  enforce  the  will  of  the  Church. 

Who  is  to  decide  when  the  object  in  dispute  is  not 
one  of  fact  but  one  of  intention  ? 

Certainly  one  may  be  thankful  that  the  fear  of  the 
"  Catholics  "  has  led  the  non-catholics,  in  two  dis- 
tinct branches  of  the  movement,  to  compose  their 
differences  and  to  join  forces  for  the  common  good. 

Looking  at  facts  as  they  are,  one  may  be  equally 
thankful  that  through  the  agency  of  the  Church — the 
beneficial  effect  of  which  in  the  fifteenth  century  M. 
Luzzatti  has  allowed — the  blessings  of  Co  operation,  not 
in  the  matter  of  credit  alone,  have  been  brought  to  the 
doors  of  hundreds  of  thousands  of  poor  country  folk 
who  sadly  needed  them. 
The  Casse  as  What  with  Wollemborg  banks  and  Catholic  banks, 
National^'  ^  very  Considerable  portion  of  Italy  is  now  occupied 
Regeneration,  bv  what  has  already  become  a  little  army  of  village 
banks.  Doubtless  the  casse  rurali  are  destined  to 
increase  still  further — much  more  rapidly  as  time  goes 
on.  They  have  the  same  satisfactory  tale  to  tell  of 
success  and  good  work,  accompanied  by  almost  an 
entire  absence  of  losses,  which  makes  the  position  of 
their  prototypes  so  triumphant  in  Germany.  They 
have  shown  themselves  remarkably  apjilicable  to  Italian 
liabits  and  circumstances,  and  have  in  many  a  village 
proved  a  veritable  godsend  to  the  population,  which 
under  the  crushing  heel  of  usury  had  lost  all  pleasure 
in  life  and  hope  for  an  earthly  future.  If  rural  Italy  is 
to  be  regenerated  and  made  prosperous  once  more, 
this  evidently  is  one  means  by  which  it  may  be 
made   so. 


CHAPTER    XIII 
CO-OPERATIVE   CREDIT  IN   BELGIUM 

Belgium,    vigorous,    pushing    little    country    that    it   interest  of 
is,  akin  to  ourselves  in  many  things,  and  therefore  fre-  „  erathe'"' 
quently  styled  "the  little  England  of  the  Continent,"  Credit  for 
has   its  own  history  of  co-operative  credit,   conveying 
several  useful  lessons  which,   in  view  of  an  admitted 
similarity  of  circumstances,  may  well  commend  them- 
selves to  our  notice. 

In  respect  of  such  credit  it  has  exhibited  quite 
peculiar  aptitude  and  a  love  of  independence  which 
one  is  sorry  to  see,  under  the  strain  of  untoward 
circumstances,  giving  way  to  a  yearning  for  State 
help.  For  it  is  not  likely  that  the  failures  hitherto 
experienced,  forming  a  disappointing  contrast  with 
some  brilliant  successes  achieved,  will  be  remedied  in 
such  way. 

As  in  the  case  of  France,  Belgium's  first  love  in 
matters  of  co-operative  credit  was  credit  to  be  applied 
to  agriculture — intended,  in  the  first  instance,  to  rouse 
backward  cultivators  in  some  parts  to  greater  efforts  ; 
next,  to  provide  the  sinews  of  war  for  tillage  which 
has  shown  itself  resourceful  beyond  the  average  of 
common  practice,  but  which  requires  monetary  fuel, 
with  which  to  feed  the  forcing  flame.  And  like  many 
first  loves,  this  one  has  not  proved  altogether  satis- 
factory. Other  wooers  than  administrative  and  Par- 
liamentary authorities,  more  particularly  the  Church, 
appear  now  to  be  achieving  better  success. 

In  the  province  of  industrial  co-operative  credit, 
based  upon  pure  manly  self-help — that  democratisation 
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'*  Unions  du 
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The 
Organisation. 


du  credit,  which  its  foremost  champion,  the  late  Leon 
d'Andrimont  advocated  with  so  great  fervour  through- 
out his  lifetime — much  better  successes  have  been 
attained — but  successes  unfortunately  only  partial,  strik- 
ing at  one  point,  utterly  failing  at  another. 

The  history  of  actually  applied  co-operative  credit 
in  Belgium  may  be  said  to  begin  with  the  creation  of 
Unions  du  Credit,  an  institution  which  has  answered 
well  wherever  it  seemed  called  for,  and  which  certainly 
does  credit  to  its  originator,  Francois  Haeck.  The 
Unions  du  Credit  have,  like  cash  credit  in  Scotland, 
played  a  very  important  part  in  the  development  of 
the  industry  and  commerce  of  their  country.  And 
the  fact  that  they  have  spread  into  France  and  Switzer- 
land and  answered  equally  well  there  argues  well  for 
their  applicability  in  other  countries.  At  the  present 
time — partly  owing  to  the  competition  of  the  more 
fully  co-operative  People's  Banks,  their  number  in 
Belgium  has  dwindled  to  six,  only  one  of  which — the 
one  first  formed,  at  Brussels — is  doing  any  really  active 
business.  However,  the  business  of  that  one  Union 
with  its  5,500  members  or  so  is  so  considerable,  and 
enters  so  much  into  the  business  life  of  the  capital, 
and  even  of  the  entire  little  kingdom,  that  one  does 
not  quite  know  what  would  become  of  Belgian  industry 
and  commerce  if  this  useful  institution,  which  dispenses 
annually  about  £10,000,000  in  credit,  were  to  dis- 
appear. 

'I'he  Unions  du  Credit  may  be  said  to  ha\e  been  an 
outcome  of  the  French  revolution  of  i  848,  which,  after 
some  very  trying  years  preceding  it,  directly  affected 
little  Belgium  very  seriously.  There  were  at  that  time 
only  two  banks  in  Brussels,  namely  the  Societe  Generate 
and  the  Banque  de  Bruxellcs.  Credit  was  badly  needed, 
if  trade  was  not  to  come  to  a  standstill.  The  Govern- 
ment accordingly  provided,   as  a  temporary  measure, 
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for  the  formation  of  a  Comptoir  cVEscompte,  the  capital 
for  which  was  raised  jointly  by  the  two  banks  named, 
to  maintain  the  supply  of  credit.  The  Comptoir 
d'Esconipte  is  understood  to  have  rendered  useful  ser- 
vices. But  it  was  by  its  very  nature  only  a  temporary 
institution.  Fran9ois  Haeck  resolved  to  put  something 
permanent  in  its  place,  founded  upon  the  principle  of 
reciprocity.  He  invited  people  of  the  classes  to  be 
benetited — that  is,  tradesmen,  small  manufacturers^ 
farmers,  and  the  like — to  join,  pledging  their  liability 
only.  His  organisation,  as  originally  conceived,  was 
to  be  one  "  without  share  capital  or  shareholders, 
dividend  or  profit."  The  plan— now  greatly  modi- 
fied— was  extremely  simple,  but  not  such  as  would  be 
likely  to  commend  itself  to  a  British  public.  A 
member  taking  up  a  share  (so  to  call  it),  say  of  nomi- 
nally 200  francs,  would,  of  course,  make  himself 
liable  for  that  sum,  as  well  as  for  anything  more  that 
he  might  borrow  by  an  exercise  of  his  right  to  credit, 
but  he  was  required  to  pay  up  only  one -tenth,  that  is, 
in  our  assumed  case,  20  francs.  His  share  of  200 
francs,  however,  would  entitle  him  to  a  credit  of  2,000 
francs,  for  which  the  Union  collectively  would  sub- 
scribe his  bill  of  exchange,  making  itself  collectively 
liable  for  the  sum — with  the  right  of  recovering  from  the 
borrower.  As  a  rule,  whatever  the  value  of  the  share 
may  be,  only  one  share  is  allowed  to  every  member. 
But,  more  particularly  in  Switzerland,  there  are  cases 
in  which  members  are  permitted  to  acquire  more  than 
one. 

The  wonder  to  a  Briton  is  that  a  scheme  built  up 
upon  so  seemingly  slender  a  basis  should  not  only  have 
failed  to  bring  about  signal  financial  disaster,  but 
should  on  the  whole  really  have  answered  remarkably 
well.  Evidently  borrowers  have  proved  honest  and 
managers    circumspect.       In    any    case    the    Union    of 
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Brussels,  which  was  originally  formed  for  twenty- 
five  years  only,  has  lived  down  to  the  present  day  and 
has,  in  truth,  never  given  better  promise  of  enduriing, 
by  reason  of  its  financial  strength  and  utility.  The 
remaining  Unions — of  Charleroi,  Ghent,  Liege,  Mons 
and  Verviers — are  of  much  less  importance.  But  the 
Union  of  Brussels  has  proved  so  successful  that  as  a 
consequence,  after  the  Crown  had  thrice  renewed  its 
charter,  Parliament  in  1901  passed  a  special  law  for 
such  Unions,  under  which  most  of  them  have  become 
registered,  either  as  co-operative  societies  or  else 
as  joint -stock  companies. 
Their  Success  So  signal,  indeed,  was  the  success  of  Haeck's  first 
Union,  that  he  based  upon  that  scheme  a  very  much 
larger  and  more  ambitious  proposal  for  organising 
private  credit  in  his  country,  which  he  formally  put 
forward  in  1857,  but  which,  like  most  of  these  over- 
bold plans,  came  to  nothing.  Under  his  scheme  credit 
of  all  kinds — personal,  mortgage,  and  whatever  it  might 
be — was  to  be  organised  in  a  system  over-spreading 
the  entire  country  and  carrying  the  benefits  of  easy 
credit  into  every  hamlet.  Every  village  was  to  have 
its  own  independent  Union,  on  which,  of  course,  the 
liability  for  credit  given  to  its  members  must  ultimately 
fall  with  all  its  weight.  But  such  parish  Unions  were 
to  be  brigaded  into  sections  ;  and  the  sections,  once 
more,  grouped  in  a  Central  Union,  which  would  act 
as  equaliser  and  feeder  for  them  all.  The  shareholders 
in  the  Central  Union  or  Central  Bank  were,  in  addi- 
tion to  the  local  Unions,  to  be  individual  capitalists, 
The  scheme  failed  to  recommend  itself  in  the  days  of 
undisputed  individualism,  more  particularly  to  the 
latter.  But  now  that  we  are  "all  Socialists"  the 
proposal  has  been  revived  with  the  substitution  of  the 
State  for  private  capitalists  as  provider  of  money  for 
the  Central  Bank. 
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Under  the  new  law  of  1901  the  rules  of  the  Brussels  The  •' Union" 
Union  have  been  recast.    There  is  now  a  share  capital         russes. 
corresponding   exactly   to   the    figure   of   credit   opened 

(whether  used  or  not)  for  all  members  collectively, 
every  member  subscribing  the  precise  sum  which  is 
allotted  to  him  as  cash  credit.  This  means,  of  course, 
that  the  share  capital — which  must  not,  according  to 
the  rules,  at  any  time  amount  to  less  than  1,000,000 
francs — is  a  variable  quantity,   moving  up  and  down. 

In  1890  it  stood  at  about  48,000,000  francs,  in  1904 
at  about  74,000,000  francs.  The  smallest  amount 
to  be  allowed  as  credit  is  500  francs  ;  but  the  figure 
may  be  carried  up  to  any  point  that  the  Committee  con- 
sider warranted.  The  largest  credit  at  present  recorded 
is  for  350,000  francs.  Whatever  be  the  liability  that 
the  member  makes  himself  responsible  for  in  taking  up 
his  share  remains  in  force  on  his  retirement  up  to  the 
end  of  five  years  after  his  withdrawal. 

From  what  has  been  said  it  will  be  understood  that 
the  ministrations  of  the  Unions  have  been  carried 
much  beyond  the  narrow  limit  of  "  small  "  trade  for 
which  they  were  originally  designed,  and  made  to 
include  very  substantial  firms — not  necessarily  for  the 
sake  of  actual  credit.  For,  the  same  as  in  Germany, 
the  bills  drawn  to  a  great  extent  serve  for  what  we 
should  call  tradesmen's  cheques  ;  the  bill  is  in  such 
connection  the  recognised  instrument  for  payment. 
And  for  the  collection  of  money  due  upon  such  drafts 
— being  mostly  small  amounts,  as  representing  the 
small  tradesmen's  orders  given  to  the  large  manu- 
facturer— the  Union,  acting  as  a  bank,  is  found  ex- 
ceedingly convenient.  Much  of  the  "  small  busi- 
ness "  that  is  done  is  understood  to  consist  of  such 
collection. 

The  credit  allotted  stands  at  the  member's  service  to 
be  drawn  against,  without  any  need  of  endorsement,  as 
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what  is  called  "  ordinary  "  credit.  But  the  member 
has  a  right  also  to  bring  accepted  bills  of  exchange 
to  the  Union,  to  be  there  discounted  on  their  own 
merits.  This  is  in  the  terminology  of  the  Unions 
known  as  "  extraordinary  "  credit. 

Whatever  be  the  amount  of  the  share — corresponding 
to  the  credit  allowed — the  member  is  required  to  pay 
up  in  cash,  as  his  first  instalment,  3  per  cent,  of  the 
value.  That  secures  to  the  Union  a  certain  amount  of 
working  capital,  as  well  as  a  kind  of  guarantee  to  offer 
to  its  creditors.  For  other  supply  of  working  capital 
the  Union  relies  upon  its  reserve  funds,  upon  unclaimed 
dividends  left  in  its  possession,  upon  the  money  brought 
to  it  (in  increasing  amounts,  betokening  growing  confi- 
dence) for  current  accounts,  and,  lastly,  upon  a  small  sum 
which  must  not  exceed  the  interest  becoming  due  upon 
it,  levied  upon  every  bill  brought  to  it  for  discount. 
The  last-named  item  was  originally  intended  less  as  a 
supply  of  funds  than  as  an  insurance  against  bad  debts. 
For  such  purpose  it  is  said  to  have  proved  exceed- 
ingly effective.  With  such  means  at  its  command 
the  Union  has  succeeded  in  rather  substantially  improv- 
ing its  liquid  resources  in  comparison  with  liabilities. 
In  1887  the  ratio  stood  as  36^  to  100;  in  1904  as 
34  to  100. 
Mrgnitude  of  The  useful  services  rendered  quickly  gained  the 
Union  du  Credit  de  Bruxelles  the  favour  of  the  par- 
ticular public  for  which  it  was  intended.  That  clientele 
includes  small  traders  of  all  descriptions,  but,  very 
naturally  under  its  circumstances,  no  one  directly 
interested  in  agriculture.  It  became,  in  fact,  the  small 
traders'  particular  credit  bank.  Its  business — the  same 
as  the  business  of  other  Unions — very  accountably  had 
its  fluctuations,  determined  in  part  by  the  vicissitudes 
in  the  general  trade  of  the  country,  in  part  also  by 
the  comf>etition  in  which  it  was  soon  driven  to  engage 
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with  the  Banques  popuLaires,  the  first  of  which  made 
its  appearance  in  1864.  From  i86r  to  1880  the  busi- 
ness of  the  Unions  increased  steadily  and  rapidly, 
mounting  up  to  200,000,000  francs  of  discounts  in  the 
year,  of  which  sum  nearly  156,000,000  francs  stood 
to  the  account  of  the  Union  of  Brussels.  Next  followed 
a  period  of  stagnation,  which  lasted  till  about  1890. 
From  that  date  forward  a  fresh  upward  movement 
carried  the  annual  figure  to  394,000,000  francs — the 
figure  for  the  Brussels  Union  alone  standing  in  1903 
for  more  than  250,000,000  francs.  However,  as  the 
business  grew  in  bulk,  it  also  changed  not  a  little  in 
character.  M.  L.  Hanssens,  chairman  of  the  Board 
of  the  Union  da  Credit  de  Bruxelles,  quotes  the 
"  small  "  amounts  for  which  business  was  done  in 
6,631  distinct  transactions  that  he  has  classified — among 
which  5,175,  that  is  78.04  per  cent.,  stood  for  trans- 
actions under  200  francs,  and  3,683,  that  is,  55.54 
per  cent.,  for  such  not  exceeding  100  francs — as  a 
proof  that  the  Union  still  serves  in  the  main  the  class 
of  small  traders,  for  whom  it  was  primarily  intended. 
Against  this  Professor  Hector  Denis  with  justice  points 
out  that  those  6,631  transactions  represent  less  than 
10  per  cent,  of  the  total  transactions,  and  that  the 
remaining  portion  are  for  much  larger  amounts.  There 
is  more  to  evidence  a  substantial  change  of  character. 
In  the  first  years  of  the  Brussels  Union  it  was  in  the 
main  its  "  ordinary  "  credit,  advances  at  first  hand, 
which  was  drawn  upon.  The  "extraordinary"  credit 
— that  is,  bills  brought  for  discount — proved  insigni- 
ficant. In  1855  and  i860  it  amounted  to  a  bare  600 
francs  or  so,  calculated  per  member,  as  compared  with 
more  than  9,000  francs  per  member  of  "  ordinary." 
By  1904  "extraordinary"  credits  had  risen  to 
41,721,700  francs,  that  is,  7,900  francs  per  member, 
as   comparing  with  only   32,825,000  francs,   or   6,100 
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francs  per  member,  of  "  ordinary."  A  more  striking 
fact  still  in  the  evolution  of  this  business  institution 
is  the  rapid  growth  of  balances  held  on  clients'  behalf 
in  current  account,  which  has  gone  up  from  33,631 
francs  in  the  early  years  to  18,667,972  francs  in 
1902.  And  what  is  more  significant  still  is  that  of 
that  sum  4,374,561  francs,  that  is,  about  25  per  cent, 
of  the  whole,  was  held  on  account  of  non -members, 
with  whom  the  Union  has  done  business  since  1874. 

In  other  words,  from  a  credit  institution  on  mutual, 
though  not  co-operative,  lines,  the  Union  has  developed 
into  a  business  bank  for  all,  an  ordinary  discount 
firm. 

There  has  been  just  one  feature  introduced  to  pre- 
serve it  its  "  popular  "  character.  M.  Hanssens  has 
stated  that  since  the  year  1866  his  Union  allows  a 
certain  amount  of  credit  every  year  to  "  working  men  " 
— presumably  jobbing  artisans — known  to  be  honest 
and  industrious — although  not  declining  security,  yet 
in  the  main  on  the  ground  of  their  established  char- 
acter. That  corresponds  to  the  Italian  presfito  suW 
onore,  which  was  likewise  introduced  to  mark  People's 
Banks  with  a  philanthropic  aim.  Such  advances  never 
exceed  1,000  francs  in  any  one  case.  In  1875 
advances  of  this  description  amounted  to  267,000 
francs  on  318  accounts.  They  arc  no  longer  entered 
in  the  balance-sheet  under  a  distinct  head,  and  there 
is  nothing  to  show  with  what  completeness  they  are 
repaid.  But  probably  the  money  has  come  in  fairly 
enough . 

In  general  it  may  be  taken  that  the  Unions,  although 
distinctly  useful  to  trade,  do  not  serve  out  genuinely 
"popular"  credit.  And  there  is,  of  course,  nothing 
whatever  "  co-operative  "  about  their  organisation. 
But  they  are  an  institution  which  does  honour  to  thp 
inventiveness  of  their  author. 
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It  was  the  late  Leon  d'Andrimont,  as  already  ex-  Leon  d' And ri- 
plained,  who  provided  for  his  country  a  more  demo-  Kounde/of 
cratic  and  more  educating  form  of  credit.  He  had  sat  "Banques 
at  the  feet  of  Schulze-Delitzsch  and  taken  in  his  teach- 
ing with  eager  attention  and  full  faith.  A  young  man 
still,  he  returned  to  his  country  full  of  enthusiasm, 
resolved  to  secure  for  it  the  same  benefits  which 
at  Schulze's  hands  Germany  was  deriving  from  the 
new  institution.  There  were  cases  in  plenty  waiting  for 
it.  M,  d'Andrimont  tells  of  a  hawker  baker  whom  he 
found  in  Liege,  hiring  his  barrow  at  the  rate  of 
threepence  a  day.  A  People's  Bank  afterwards  enabled 
him  to  purchase  the  barrow  out  and  out,  by  instal- 
ments of  the  very  amount  which  he  had  been  paying 
in  hire,  in  less  than  a  year,  and  to  find  himself  after- 
wards every  year  £4  105.  in  pocket.  Of  course  there 
are  thousands  of  similar  cases. 

And  there  was  agriculture  with  all  its  needs. 

With  the  exaggerated  fidelity  of  a  zealous  disciple 
he  would  transplant  co-operative  credit,  precisely  as 
it  was  practised  in  Germany,  into  his  own  country — 
large  shares,  large  districts,  unlimited  liability  and  all. 

Facts  were  too  strong  for  him.  Unlimited  liability 
showed  itself  as  little  acceptable  to  Belgians  as  it  was 
to  Italians.  At  the  outset  it  was  accepted  only  because 
its  significance  was  not  understood.  When  in  one  of 
the  banks  some  years  later  it  was  proposed  to  limit  the 
liability  to — I  think  it  was  fifty  times  the  value  of  the 
share — members,  who  had  up  to  that  time  made  them- 
selves answerable  for  the  bank  up  to  the  hilt,  with  abso- 
lutely the  whole  of  their  possessions,  shrank  back  in 
alarm,  declaring  that  they  could  never  accept  so  heavy  a 
responsibility.  In  respect  of  other  points,  no  less, 
M.  d'Andrimont 's  close  adherence  to  his  German  model 
has  for  some  time  stood  in  the  way  of  entire  success. 
For    a    long    period    the    movement    dragged    heavily. 
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Some  banks  grew  up  rapidly,  but  their  number  and 
their  business  remained  stationary,  with  one  or  two 
added  or  withdrawn  every  year — sixteen,  seventeen, 
then  fifteen — representing  a  constituency  of  10,000  or 
I  1,000,  keeping  very  solvent,  doing  a  fair  amount  of 
business  in  a  very  businesslike  way,  but  never  really 
extending  their  sway  or  becoming  genuinely  popular, 
even  among  those  teeming  millions  of  the  most  popu- 
lous and  the  busiest  little  country  of  Europe,  in  which 
Ministers  and  economists — like  M.  Graux  and  M. 
Beernaert — never  weary  of  calling  out  for  some  popular 
form  of  credit,  more  especially  agricultural.  "How 
is  it,"  plaintively  asks  M.  d'Andrimont,  as  President, 
at  the  Congress  held  in  1888,  "that,  having  been 
founded  nearly  twenty-five  years  ago,  the  People's 
Banks  have  not  grown  more  numerous?  "  The  French 
economist,  M.  Limousin,  in  agreement  with  M.  Julius 
Schaar  (Director  of  the  Banqiie  Populaire  of  Brussels), 
supplied  a  very  plausible  answer  :  the  banks  were  not 
sufficiently  "  popular."  "  The  People's  Banks,"  so 
writes  M.  Charles  .M.  Limousin  in  the  Journal  cles 
Economistes,  "  become  in  Belgium  less  and  less 
popular,  that  is  to  say,  less  and  less  useful  to  the 
poorest  class  of  the  population.  Soon  they  will  have 
nothing  that  is  popular  about  them  except  the  name." 
jVL  Schaar  complained  that  "  the  People's  Banks  cannot 
be  useful  to  simple  artisans." 

We    will    deal    with    that    point    presently. 

After    a    time    came    better    luck,    and    co-operative 

banking  appeared  to  be  asserting  its  sway,  at  any  rate 

in    industrial    centres.      For   during   a   long   time   little 

progress  was  made  in  country  districts. 

ilin.irances  to        One    hindrance    to    more    rapid    progress    evidently 

(:oo|,er.-itivc         ^g  ^j^^j  rivalry— for  such,  after  all.  it  amounted  to— of 

Credit.  -'     ^        ,.  ^ 

the  Unions  dii  Credit.  To  some  extent,  at  any  rate, 
the   two   institutions    ;)verlap  ;    and   the   simplicity  and 
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direct  business  utility  of  the  Unions  disposed  many 
people,  who  thought  more  of  their  own  momentary 
wants  than  of  the  creation  of  an  enduring  institution 
to  provide  for  them  m  the  future,  in  their  favour. 
Not  content  with  running  against  one  another,  par- 
ticular organisations  of  either  kind  have  in  some 
places  constantly  changed  their  character,  becoming  the 
one  thing  or  the  other,  as  co-operative  spirit  or  busi- 
ness inclination  predominated  ;  or  else  they  took  to 
aping  one  another.  That  is  the  standing  temptation 
to  institutions  of  this  sort.  The  love  of  lucre  tempts 
to  deviations  from  the  path  of  principle.  It  has  to 
some  extent  spoilt  the  co-operative  institutions,  with- 
out making  the  non-co-operative  more  co-operative. 
In  respect  of  bulk  of  business,  very  naturally  the  Unions 
du  Credit  occupy  the  foremost  place.  They  have 
"bigger"  members  with  "bigger"  wants.  The  total 
value  of  bills  discounted  by  the  six  Unions  existing  at 
the  time  amounted  in  1903  to  344,262,401  francs,  in 
comparison  with  only  96,208.424  francs  discounted  by 
seventeen  Banques  populaires.  But  in  respect  of  mem- 
bership the  Bnnques  populaires  since  1876  take  a 
decided  lead.  Their  15.721  members  in  1903,  com.- 
pare  with  only  6,546  in  the  six  Unions  du  Credit, 
more  than  five  thousand  of  which,  as  observed,  belong 
to  the  one  Union  of  Brussels.  These  figures  suffi- 
ciently indicate  the  difference  of  status  existing  between 
the  two  classes  of  institutions.  It  is  the  small  men 
with  small — but  urgent — needs  who  flock  to  the  Ban- 
ques populaires.  It  is  the  business  men,  with  a  going 
business  which  requires  the  services  of  a  bank,  who 
go  to  the  Unions.  It  makes  nothing  against  this 
differentiation  that  the  Union  du  Credit  of  Brussels 
numbers  no  fewer  than  fifty  co-operative  societies 
among  its  members.  Such  societies  represent  collec- 
tive  bodies   of   small   men,   with  a   fairly   considerable 
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business.  The  composition  of  the  Banques  populaires  on 
the  other  hand  is  thoroughly  pupular.  Careful  account 
is  kept  of  it  in  most  banks,  but  in  too  detailed  a  shape 
to  warrant  reproduction  here.  The  majority  of  mem- 
bers in  every  case  consist  of  small  shopkeepers  and 
manufacturers.  But  it  deserves  to  be  noticed  that  in 
several  of  them,  situated  in  towns,  there  is  a  sprink- 
ling of  small  farmers  and  market  gardeners.  Some 
banks,  like  that  of  X'erviers,  also  include  a  considerable 
number  of  working  men  ;  but  such  join  rather  to  have 
a  receptacle  for  their  deposits  to  their  liking  than  with 
a  view  to  borrowing.  There  are  further  differences 
in  the  two  organisations  arising  from  the  essential 
difference  of  aim  and  of  character.  The  one  dis- 
tinctly aims  at  the  encouragement  of  thrift.  The 
deposits  which  it  collects  are  mainly  savings.  The 
"  deposits  "  of  the  other  are  balances  on  current 
accounts.  The  one  aims  at  educating  its  small  ad- 
herents. It  watches  over  advances,  inquires — in  fact,  at 
the  Committee  table,  if  not  formally  in  bargaining 
with  the  applicant — into  the  intended  employment  of 
the  loans.  The  other— apart  from  the  insignificant 
business  done  with  working  men — is  perfectly  satisfied 
if  it  knows  that  there  is  adequate  security.  The  one, 
after  all,  however  faulty  its  organisation  may  be— and, 
in  truth,  in  not  a  few  cases  is — still  manages  to  link 
its  members  together  and  provide  them  with  a  common 
interest  which  goes  beyond  the  actual  loan.  The 
other,  like  Gallio,  cares  for  none  of  these  things. 
The  pity  perhaps  is  that  Leon  d'Andrimont  began  his 


of  "Banques     ^vork  SO  soon,  before  the  German  Union  had  become 

I'opjlaires. 

a  really  effective  organisation,  before  Al.  Luzzatti  had 

shown  how  the  German  institution  may  with  advantage 

be  adapted  to  non-German  methods.     He  carried,  so 

to  speak,  a  German  plant  into  his  country,  and  planted 

it  there  in  a  Belgian  pot,  in  which  its  roots  had  little 
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room  for  expanding — whereas  M.  Luzzatti  judiciously- 
grafted  Italian  sets  upon  the  transplanted  German 
stock  and  planted  it  in  an  open  field,  where  the  roots 
could  strike  out  freely  and  the  entire  plant,  absorbing 
indigenous  nutriment  from  the  native  soil,  could  ac- 
climatise itself  in  its  new  home. 

D'Andrimont  took  the  German  bank  as  he  found  it, 
under  its  earliest  form  of  organisation,  with  a  General 
Council  sufficiently  large  to  represent  all  sections  of 
members,  and  elected  by  the  latter  at  their  annual 
m.eeting.  As  a  rule  it  consists  of  fifteen  members,  with 
either  five  or  else  seven  forming  a  quorum.  Its  mem- 
bers were  not,  according  to  M.  d'Andrimont's  concep- 
tion, to  be  remunerated  ;  but  it  has  become  usual 
now  to  allow  them  small  fees  for  attendance.  This 
Committee  is  the  real  governing  body,  appointing  and 
removing  the  salaried  officers  who  are  of  the  number  of 
two — the  get  ant  (manager)  and  the  caissier  (cashier), 
neither  of  whom  may  be  a  member  of  the  Council. 
For  the  practical  conduct  of  current  afi"airs,  an  execu- 
tive Committee  is  elected  by  the  Council  from  out  of 
its  own  number,  consisting  generally  of  two,  viz.,  the 
President  and  another  member,  to  which  two  the  gerant 
— who  has  also  a  seat,  but  not  a  vote,  on  the  Council, 
and  is  called  upon  to  act  as  secretary  to  that  body — 
is  added  as  a  third,  with  full  power  of  voting.  Some 
banks  have  adopted  the  German  practice  of  requiring 
the  signatures  of  two  out  of  these  three  to  give  any 
act  validity.  The  shares  are,  as  a  rule,  fixed  rather 
high — by  preference  at  200  francs,  in  addition  to 
which  a  small  entrance  fee,  say  3  francs,  is  collected.' 
But  the  money  for  such  share  may  be  paid  in  very 
gradually  indeed — in  as  much  as  400  weeks,  by  pay- 
ment of  50  centimes  per  week.  The  unlimited  lia- 
bility originally  attaching  to  shares  has  long  since  been 
discarded — rather    in    the    teeth    of    M.    d'Andrimont's 
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protests.  There  is  now  only  one  little  bank — a 
good  one,  as  it  happens,  but  small — that  of  Saint 
Nicolas  (Waes)  which  has  retained  it.  However,  the 
remainder  have  for  the  most  part  adopted  a  fancy 
liability,  like  that  in  vogue  in  Germany,  amounting 
to  a  multiple  of  the  value  of  the  share,  say  five  times 
that  amount.  Liability  having  been  limited,  members 
are  allowed  to  hold  more  shares  than  one.  There  is 
less  provision  made  for  the  accumulation  of  a  reserve 
fund  than  cither  in  Germany  or  in  Italy.  At  least 
5  per  cent,  of  the  annual  profits  are,  however,  to  be 
allotted  to  reserve,  until  the  latter  becomes  equal  to 
one -tenth  of  the  actual  share  capital,  after  which  every 
bank  is  free  to  dispose  of  its  surplus  as  it  may  think 
fit.  On  the  other  hand,  it  is  generally — and  rightly — 
laid  down  that  the  reserve  funds  shall  be  indivisible  and 
remain  the  property  of  the  bank  as  a  whole,  no  mem- 
ber being  allowed  a  right  to  claim  a  share  in  it.  The 
dividend  paid  is  as  a  rule  not  excessive,  although 
cases  of  8  and  even  15  per  cent,  have  been  known 
to  occur — in  banks  which  have  subsequently  had  to 
wind  up.  But  on  the  motion  of  M.  Micha,  who  has  all 
along  exercised  a  marked  influence  for  good  on  the 
movement,  the  ristounie  has  lately  been  introduced, 
at  any  rate  in  his  own  bank  of  Liege,  meaning  a 
"  dividend  to  custom  "  allowed  to  borrowing  members 
in  proportion  to  the  credit  which  they  have  received. 
Unfortunately — in  my  opinion^the  Belgian  People's 
Banks  have  adopted  the  practice  of  making  advances 
on  the  security  of  shares,  generally  speaking  up  to 
one-and-a-half  times  such  amount.  No  doubt  that 
serves  as  an  attraction  to  the  public  ;  but  there  is 
danger  in  it.  In  other  respects  the  practice  of  giving 
credit  does  not  difier  from  that  usual  in  Germany  and 
Italy,  except  that,  perhaps,  more  stress  is  laid  upon 
repayment  by  instalments.     Inspection  of  business  done 
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is  proceeded  with  as  elsewhere  and  is  entrusted  to 
either  three  commissaires,  or  else  to  one  controleur, 
the  latter  being  by  preference  a  skilled  accountant  or 
banker.  In  good  banks  there  is  no  disposition  what- 
ever to  shirk  such  inspection  ;  indeed  the  more 
searching  it  is  made  the  better  are  members  pleased. 
But,  judging  from  the  bad  debts  made  in  banks  that 
have  had  to  be  wound  up,  it  is  to  be  apprehended  that 
an  equally  favourable  disposition  is  not  shown  every- 
where . 

What  has  been  said  will  give  an  idea  of  the  organisa- 
tion of  Banques  populaires. 

It  cannot  be  contended  that  these  banks  have  proved  its  Merits  and 
a  disappointment  ;  but  no  more  can  it  be  maintained  ^  ^^^^' 
that  they  have  proved  an  unqualified  success.  There 
are  brilliant  specimens  of  co-operative  banking  to  be 
met  with  among  them.  No  co-operative  bank,  for 
instance,  could  be  better  than  that  of  Liege,  the  oldest 
of  the  number,  formed  by  d'Andrimont  in  1864,  and 
of  which  for  a  long  time  M.  Alfred  Micha  has  been 
the  life  and  soul.  But  there  are  also  rather  question- 
able specimens.  No  more  conclusive  proof  of  this  fact 
could  be  found  than  the  comparatively  large  number 
of  conversions,  -either  into  business  banks  or  else  into 
Unions  du  Credit,  and  also  of  actual  liquidations 
which  burden  the  record.  No  fewer  than  twenty -one 
Banques  populaires  have  thus  disappeared  from  the 
scene,  leaving  at  the  present  moment  only  sixteen 
alive  ;  and  of  those  sixteen  the  table  given  on  p.  388 
will  show  that  not  by  any  means  all  are  prospering 
alike.  If  we  deduct  the  two  small  banks  of  Argenteau 
and  Goe-Limbourg,  as  being,  in  profession  at  least, 
agricultural,  there  remain  only  fourteen  with,  collec- 
tively,   15,526  members. 

It    may    be    interesting,    before    inquiring    into    the 
causes    of   the   absence   of   greater   success,    to   give  a 
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brief  sketch  of  two  of  the  best  of  these  banks,  which 
are  qualified  to  serve  as  types,  inasmuch  as  their  sur- 
roundings and  membership  represent  the  two  principal 
phases  of  industrial  town  life  to  be  met  with,  each 
differing  in  this  respect  materially  from  the  other. 
Instances  Li^gc,  the  oldcst,   has  all  along  ranked  as  premier 

^'''^^'  bank   in   respect   of   management.      It   is   not  now  the 

largest,   although   it   has    recovered   its   pride   of  place 
above   \^erviers,   because   the   bank  of   the   arrondisse- 
ment  of  Antwerp,  formed  twenty -two  years  later,  has, 
in  virtue  of  its  favourable  position  and  the  active  life 
prevailing    in    the     enlarged    port,     outstripped    it    in 
respect    of    membership,    share    capital,    deposits,    and 
business.     \'erviers  shows  best  among  all  as  a  deposit 
bank,  by  reason  of  its  large  working-class  population. 
But  Liege  still  ranks  above  it  in  respect  of  that  most 
important    feature,    share    capital,    on    which    Schulze 
laid  greatest  stress,  and  which,  accordingly,  d'Andri- 
j^ont— for  nearly  forty  years  President  of  the  bank- 
as  a  faithful  pupil,  did  his  best  to  see  studied.     The 
possession  of  such  ample  share  capital  has  enabled  the 
bank  to  avoid  the   perils   of  reliance  on  an  excessive 
amount   of   borrowed    money,    which   has   shipwrecked 
other  banks.      It  has  very  plainly  manifested  its  great 
value    during    the    financial    crisis    of    1907,    since,    in 
M.   Micha's   words,   it  has   enabled  this   bank  to  keep 
clear   of   rediscounts.      Only   a   bank   strong   in   share 
capital    and— partly    on    that    ground    and    partly    on 
account    of    a    well-established     reputation     for    good 
management— in   the   possession    of    public    confidence 
could    have    weathered    such    crisis    so    well.      I    have 
been  permitted  to  sit  at   its  committee  table  and  see 
the  business  transacted,  with  care  and  circumspection, 
and  no  sparing  of  pains,  and  can,  therefore,  vouch  for 
the  quality  of  the  management. 

Li^ge  is  a  town  of  small  trade—the  very  place,  one 
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would  say,  for  a  People's  Bank.     And  as  a  veritable 
People's  Bank  both  M.  d'Andrimont  and  M.  Micha  in- 
tended theirs.    Its  transactions  are,  by  choice,  individu- 
ally small.     There  is  nothing  mentioned  about  this  in 
the   rules,   but   of  its  own  free  will  the  bank  has,   on 
M.    d'Andrimont's    insistence,    made   it   a   practice    not 
to  make  advances  above  5,000  francs  to  one  applicant. 
For    larger    advances,    so    M.    d'Andrimont    held,    an 
ordinary   business    bank    is    the    right    place  ;     and   he 
also  owned  to  a  belief  that  such  larger  credit  may  be 
more    advantageously    obtained    from    such    bank— on 
which  point  there  may  be  two   opinions.     The  mem- 
bership of  3,825    (there  were  only  2,486  in    1895)  is 
composed    mainly    of    small    tradesmen.       There    are 
bakers,  shoemakers,  printers,  tailors,  plumbers  ;    more- 
over   teachers,    male   and   female,    clerks,    also    better- 
class  artisans  and  small  manufacturers.     And  there  are 
seventy-five  small   farmers  and  forty-one  market  gar- 
deners.    Although  jobbing  artisans  are  plentiful,  the 
wage-earning  class  is  only  sparingly  represented.     The 
Bank  of  Liege  still  holds  fast  to  liability  in  excess  of 
what    is    paid    up— five    times    the    amount.      Opinion 
within   the   bank,    I   believe,    is   favourable  to   contrac- 
tion to  the  actual  amount  of  the  share,  which  would 
get  rid  of  that  inconvenient  and  unsafe  source  of  credit 
— unpaid-up   liability.      However,    in   deference   to   the 
late    President,    the    larger,    nondescript    liability    has 
been   thus    far   retained.      The    present    President,    M. 
Micha,   is   strongly  favourable  to  a  change.      It  is  to 
M.   Micha,   who   is  a   consistent   co-operator,   that   the 
bank  owes  its  very  recent  adoption  of  the  practice  of 
profit-sharing   for    the   benefit    of   the    employees.      In 
addition   this   bank   has   been   the   first   in  Belgium  to 
adopt  the  practice  of  ristourne,  that  is,  a  dividend  upon 
business,   which   in  a   co-operative   bank   with  limited 
liability   is   plainly   called   for.      Once   more,   it   is   M. 
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Micha  that  the  bank  is  beholden  to  for  this  advance. 
Also  the  bank  is  moderate  in  its  payment  of  dividend, 
which  seems  to  be  generally  limited — in  practice — to 
4  per  cent.  This  means  that  the  benefit  of  prosperous 
business  goes  to  the  right  quarter,  that  is,  to  the 
borrowers,  who  are  thereafter  charged  less  on  their 
loans.  It  is  a  fact  worth  noting  that  in  this  bank 
cash  credit  is  well -developed.  The  outstanding  ac- 
counts on  cash  credit  alone  amounted  at  the  close  of 
1908  to  2,071,418.79  francs,  in  comparison  with  only 
492,919.06  francs  on  acceptances.  The  People's  Bank 
of  Liege  is  particularly  strict  in  respect  of  its  check- 
ing and  auditing  of  accounts  and  transactions. 
Verviers.  The  Batique  Populaire  of  Verviers  is  quite  differently 

situated.  Verviers  is  a  town  of  large  workshops,  with 
only  little  of  that  small  trade  which  is  supposed  to 
account  for  the  success  of  its  sister  bank  of  Liege.  Out 
of  its  population  of  somewhere  about  50,000,  as  many 
as  40,000  are  "  hands,"  working  in  those  large  cloth 
mills  and  yarn  factories  which  employ  160  steam 
engines  or  more,  and  turn  out  annually  above  400,000 
pieces  of  cloth,  besides  yarn,  clothing  the  entire 
Belgian  army,  and  exporting  at  least  £3,000,000  worth 
into  the  bargain.  Walking  in  the  busy  streets  of 
Verviers,  you  might  fancy  yourself  in  Bradford  or  in 
Leeds.  The  character  of  the  people  is,  of  course, 
reflected  in  the  bank,  which  numbers  a  considerable 
proportion  of  working  men,  though — the  members 
being  jgrouped  in  the  list  of  callings  according  to 
occupations  only,  without  a  hint  as  to  who  is  master 
and  who  is  journeyman — it  is  not  easy  to  say 
precisely  how  many.  These  men,  of  course,  have 
little  need  of  credit,  but  they  gladly  carry  their 
savings  to  an  institution  which,  having  remunerative 
employment  for  their  money,  is  in  a  position  to  allow 
higher  interest  than  the  Savings  Bank.      In  this  way, 
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the  People's  Bank  acts  very  beneficially  in  favour 
of  decentralisation.  Once  more,  there  are  some 
small  farmers  (117)  in  the  bank,  and  fourteen  market 
gardeners,  and — as  a  proof  of  how  little  business  banks 
have  to  apprehend  from  People's  Banks — three  ordinary 
banking  firms.  Like  the  People's  Bank  of  Liege,  that 
of  Verviers  favours  cash  credits.  It  had,  at  the  close  of 
1908,  3,328,745.97  francs  outstanding  in  such,  las 
against  1,349,178.89  francs  in  discounts,  and 
555,452.78  francs  in  balances  of  specific  debts. 

If  all  Belgian  Banques  populaires  were,  or  had  been.  Review  of 
like    these    two.    Co-operative    Credit    would    have    an  Popuili'r^eV 
excellent    account    to    give    of    itself    in    the    country,  generally. 
However,  many  others  have  done  badly — so  badly  that 
a  special  inquiry  has  recently  been  judged  called  for. 
For    the     Belgian     Government    thinks     much    of    its 
"  middle  classes  "  and  is  anxious  to  place  adequate — 
and  even,  so  it  seems,  more  than  adequate — credit  at 
their  disposal  for  the  protection  of  their  existence. 

Now  it  is  not  denied  that  some  co-operative  banks  in 
Belgium  have  disappointed  expectations.  A  collapse  or 
conversion  of  twenty-one  out  of  thirty-six  banks  formed 
in  itself  presents  a  rather  alarming  proportion  sugges- 
tive of  some  serious  defect.  Nothing  of  the  sort  has 
happened  either  in  Germany  or  in  Italy.  Certainly  the 
result  ought  to  "be  a  warning  to  would-be  organisers 
who  are  disposed  to  rush  light-heartedly  and  without 
due  consideration  into  a  venture  of  which  they  do  not 
appear  to  realise  the  import.  But  when  Government 
writers,  pleading  on  that  account  for  State  intervention, 
are  pleased  to  generalise  from  such — it  is  true  all  too 
frequent — occurrences  to  the  general  condition  of  the 
movement,  it  is  quite  plain  that  they  are  guilty  of 
rather  reprehensible  exaggeration.  Let  us  look  at 
the   facts  ! 

In  1895,  ^s  shown  in  the  second  edition  of  this  book, 
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there  were  twenty-three  banks  ;  to-day  there  are  six- 
teen. However,  those  sixteen  banks  number  15,877 
members  as  against  13,749  in  1895.  Their  collec- 
tive share  capital  stands  at  3,669,017  francs,  as  against 
2,714,962.  Their  reserve  funds  amount  to  1,613,711.40 
francs  as  against  653,204.09.  Their  deposits  (chiefly 
savings)  are  returned  as  19,334,929  francs,  as  against 
only  4,815,786  francs.  There  is  no  retrogression  in 
this.  It  is  not  possible  for  me  to  carry  the  comparison 
between  1895  ^^^  1908  further,  because  the  business 
of  the  banks  is  recorded  in  different  ways — in  respect 
of  1895  the  total  business  done,  and  the  credits  granted 
during  the  year  ;  in  respect  of  1908  only  the  amount 
of  acceptances  kept  in  the  bill  case  at  the  end  of  the 
year,  figuring  at  261,969,727  francs,  and  the  advances 
made  at  43,308,086  francs.  In  any  case  it  is  impos- 
sible to  infer  from  the  balance-sheets  of  most  of  the 
banks  for  1905  lying  before  me  that  there  has  been 
a  contraction  of  business.  Quite  the  reverse  ;  busi- 
ness appears  to  have  grown  concurrently  with  capital 
and    membership. 

The  truth  is  that  pessimists  have  become  unduly 
frightened  because  co-operative  credit  has  not  spread 
faster.  There  are  reasons  for  this.  But  when  people 
will  not  borrow,  although  bank  counters  are  accessible 
to  them,  one  does  not  quite  see  how  things  are  to  be 
improved  by  the  provision  of  State  funds  still  further 
to  swell  the  amount  of  available  money  not  drawn  upon. 
It  is  not  capital  that  has  been  wanting  ;  it  is  business. 
The  "  middle  class  "  does  not  live  by  credit  alone  ; 
and  credit  is,  like  fire,  an  excellent  servant — none 
better — but  an  execrable  master. 

Let  us  see  what  it  is  that  has  caused  this  alarming 
thinning  in  the  ranks  of  co-operative  banks  in  this 
one   country. 

The  causes  of  the  conversions  are,  either  that  greed 
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for  gain  has  overpowered  the  leaders  in  some  particular  Conversions 
bank,  or  else  that  those  leaders  have  discovered,  after   ^"'j  Collapses 

^  and  their 

they  had  light-heartedly  formed  their  bank,  that  there  Causes. 
was  no  need  for  it.  Thus  the  Bank  of  Andenne  and  the 
Credit  des  Syndicats  Bourgeois  of  Brussels  have  con- 
verted themselves  into  joint -stock  companies.  Le 
Credit  et  VEpargne  of  Brussels  has  been  amalgamated 
with  a  business  bank,  the  Co-operative  Bank  of  Tournai 
has  transformed  itself  into  a  Union,  and  the  Bank  of 
Mons  has  amalgamated  with  one.  The  Banks  of  Gilly, 
Grammont,  Hasselt,  Herve,  La  Louviere  and  Soignies 
have  gone  into  liquidation  because  there  turned  out 
to  be  no  business  for  them.  On  the  other  hand,  the 
Banks  of  Ghent,  Saint  Gilles,  Namur,  and  another 
bank  at  Brussels  have  had  to  close  their  doors,  because 
indifferent  management  had  permitted  a  few  cases 
of  embezzlement,  but  had,  more  generally,  led  to  credits 
being  carelessly  granted — which  mistake  was  visited 
upon  them  with  all  the  more  deadly  effect  where  the 
bank,  falling  into  it,  relied  too  much  upon  borrowed 
money.  There  is  no  greater  snare  to  a  co-operative 
bank,  the  object  of  which  is  to  do  things  safely,  than 
the  ambition  to  do  "  much  business  "  and  parade  a 
showy  balance-sheet.  The  most  striking  case  of  such 
mistake  is  that  of  the  Bank  of  Ghent,  which  at  one  time 
was,  in  respect  of  business,  the  premier  co-operative 
bank  in  Belgium.  In  the  best  year  of  its  existence — 
1895 — it  ^^i'i  out  23,083,117  francs  in  advances,  and 
did  a  total  business  of  113,044,499  francs.  No  other 
Belgian  bank  came  near  that.  And  all  this  it  did  upon 
a  share  capital  of  329,240  francs,  with  a  very  respec- 
table reserve  fund  of  134,797  francs  already  laid  up. 
I  foresaw  its  fall  when  I  visited  it  in  1893,  in  which 
year,  on  the  ground  of  its  possessing  a  financially 
very  strong  membership — about  1,500  members,  some 
1,000    of    whom    the    Banqae    Nationale   professed    to 
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know  to  be  equal  to  their  liability  of  5,000  francs  on 
a  200  francs  share— it  still  enjoyed  the  best  of  credits. 
The  Banque  Naiionale  discounted  its  bills  freely. 
However,  it  really  never  was  a  co-operative  bank.  It 
was  capitalist,  seeking  business,  ready  to  incur  risk 
for  the  sake  of  profit.  That  meant  ruin  sooner  or 
later  ;    and  the  ruin  has  duly  come. 

The  underlying  root  cause  of  all  these  catastrophes 
is    that    there    has    been    no    uniformity,    no    common 
standard,  above  all  things  no  common  control,  no  one- 
ness of  any  sort  among  these  banks,  and  in  consequence 
none  of  that  checking  on  behalf  of  an  authority  outside 
each    particular    bank,     which     makes    the    inspecting 
bodies  inside  the  bank  do  their  duty.     There  is  a  sort 
of  Federation,  formed  in    1869.     But,  like  the  Italian 
Federation,  it  exercises  very  little  authority  upon  the 
banks  which  compose  it.      It  holds   Congresses  where 
people  talk.     It  does  not,  and  it  cannot,  keep  the  banks 
up  to  their  duty.     It  forms  no  link  among  them.     More 
than  once  has  AI.  Micha  proposed  that  in  the  interest 
of   all   there    should   be    inspection    on   behalf   of   the 
Federation.      But  in  every   instance   has   the   proposal 
been  rejected,  because,  in  truth,  it  came  too  late.   These 
things  want  to  be  done  at  the  beginning  of  the  move- 
ment, when  every  particular  bank  feels  that  it  needs 
support,   and   is   willing,    in   consideration  of  such,   to 
submit    to    authority.      When   the    proposal    came   the 
strong  banks  had  grown  too  strong  and  resented  what 
they  regarded  as  an  intrusion  ;    and  the  weak  were  shy 
of  letting  in  the  bull's-eye  light  of  an  inspection,  lest 
it    should   reveal    the   nakedness   of   the    land.      When 
opening  their  annual  Congress  in    1897,  I  begged  the 
banks    to    study    more    mutual    touch   and   unity.      But 
when  M.  Micha's  warning  passed  unheeded,  how  was 
I  to  exp>ect  my  admonition  to  be  acted  upon  ?     When 
more   than   half   the   banks  of  a   particular  type  come 
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to  grief  the  public  can  scarcely  be  expected  to  repose 
much  faith  in  the  movement  as  a  whole.  Local  people 
may  trust  the  Bank  of  Liege,  or  the  Bank  of  Verviers, 
the  Bank  of  Dinant,  or  the  Bank  of  Saint  Nicolas. 
But  it  will  be  odd  if  they  have  unqualified  faith  in 
the  movement. 

Belgians  are  hoping  to  remedy  this.  Unfortunately  An  intended 
they  set  about  it  in  what  appears  to  me  to  be  an  en-  ^^™^  ^' 
tirely  wrong  way,  because  they  attribute  the  evil  to  the 
wrong  cause  and  aim  at  the  wrong  point.  The  Govern- 
ment is  thinking  of  its  pet  child,  the  "middle  class," 
And  the  "  middle  class  "  is  supposed  to  require  credit, 
and,  therefore,  is  to  have  it  whether  it  asks  for  it  or 
not.  It  will  not  borrow  as  much  as  the  Government 
thinks  that  it  can  do  with  from  People's  Banks  (other 
banks  are  for  such  purpose  out  of  the  question).  So, 
like  the  suffragettes,  they  are  to  be  fed  with  the 
Government  "  tube."  Professor  Denis  complains  that 
not  3  per  cent,  of  the  people  paying  licence  tax  as 
carrying  on  a  trade,  borrow  of  either  the  Unions  dii 
Credit  or  the  People's  Banks.  The  Government  have 
made  this  reasoning  their  own  and  submitted  a  Bill 
to  Parliament  creating  a  State  bank  which  is  to  pour  Proposed 
a  gallon  of  liquid  into  the  bottle  which  at  present  State-Aid. 
will  not  absorb  a  pint.  That  is  putting  the  cart  before 
the  horse.  The  means  for  obtaining  credit  at  present 
exist  and  have  given  proof  of  their  adequacy.  The 
reason  why  they  have  partially  failed  is  that  they  have 
not  been  put  to  their  proper  use.  The  true  remedy  is 
to  improve  their  management,  insisting  upon  better 
security  and  more  effective  checking,  without  which 
two  precautions  all  the  money  in  the  world  will  be 
thrown  away  upon  this  "  middle  class  "  credit.  The 
new  State  bank,  so  it  is  said,  is  to  rediscount  People's 
Banks'  bills.  Why  should  a  special  institution  be 
created    to    do   this?       So,    very   pertinently,    asks    M. 
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Bouillenne,  President  of  the  People's  Bank  of  Verviers  ; 
"  good  bills  can  always  be  discounted  ;  people  dis- 
count ours."  The  only  good  that  is  to  be  looked  for 
from  the  new  measure  is  the  stricter  inspection  which 
in  the  interest  of  the  proposed  State  bank  the  Govern- 
ment is  bound  to  insist  upon — provided  always  that 
the  banks  keep  such  inspection  in  their  own  hands — 
the  hands  of  their  Federation  ;  for  inspection  by 
Government    inspectors    is    of   very   little   value. 

Rural  Belgium  has,  like  rural  France  and  rural 
Germany,  its  own  history  of  co-operative  credit  to 
tell. 

Everything,  one  would  say,  seems  in  Belgium  to 
favour  some  co-operative  form  of  agricultural  credit. 
There  is  money,  there  are  means  of  communication, 
there  is  knowledge  of  business,  there  are,  in  fact, 
all  the  elements  of  successful  and  remunerative  banking 
present,  with  an  intelligent  and  active  class  of  culti- 
vators to  take  advantage  of  them,  most  of  them  being 
tenants.  Of  about  5,000,000  acres  under  cultivation, 
76.155  per  cent,  are  in  the  hands  of  tenants.  And 
most  holdings  are  small.  Only  about  3,000  holdings, 
of  tenants  or  owning  cultivators,  are  estimated  to 
exceed  125  acres  ;  35,000  holdings  range  from  25  to 
125  acres  ;  and  the  vast  remainder,  about  1,000,000 
holdings  in  all,  are  of  less  than  25  acres.  On  these  it 
is,  mainly,  that  Belgian  labour  and  Belgian  agri- 
cultural skill  produce  those  heavy  crops  of  what  is 
really  garden  produce,  which  competes  so  embarras- 
singly with  the  fruits  of  our  native  fields,  turning 
every  favouring  accident  to  account,  down  to  the  shale 
in  the  soil,  which  being  fired,  enables  these  resourceful 
husbandmen  to  supplement  the  solar  warmth  wanting 
in  their  climate  for  producing  fruit  considered  the 
monopoly  of  more  southern  countries.  For  such  high 
cultivation,   above   all    things,    money   is   wanted.      But 
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co-operative  credit,  which  could  give  it,  cheaply  and 
conveniently,  remained  for  a  long  time  an  unrealised 
aspiration. 

Why  was  this  ?  There  are  sufficient  reasons,  of 
course. 

Belgian  co-operators,  when  addressing  themselves  to 
the  creation  of  co-operative  credit  in  their  own  country, 
deliberately  adopted  the  Schulze-Delitzsch  system  as  the 
one  system  applicable — the  Schulze-Delitzsch  system  in 
its  straitest  and  narrowest  application,  it  was  to  be. 

This  system  has  rendered  admirable  service  to  agri- 
culture in  Germany  and  in  Italy.  But  somehow  it 
has  refused  to  answer  in  Belgium.  Two  little  "  agri- 
cultural "  banks  of  this  type  have  been  formed — one 
in  Argenteau,  the  other  in  Goe-Limbourg.  Between 
them  they  number  3  5  i  members  ;  they  have  about 
£2,800  share  capital,  with  about  £400  reserve  funds, 
and  about  £13,000  deposits,  with  only  £2,500  out- 
standing in  loans.  And  when  we  come  to  look  at  the 
list  of  members — I  have  such  only  for  G02,  which  is 
the  more  active  bank  of  the  two — we  find  that  among 
thirty-nine  members  in  1905  *  (there  are  now  300)  — 
only  six  were  cultivateurs.  That  is  no  help  for 
"  Agriculture." 

However,  "  Credit  for  Agriculture  "  there  was  to  be.  Attempts  to 
Accordingly,    the   matter   having   been   frequently   dis-  Create  Agn- 
cussed  in  Parliament,   by  a  law  passed  in    1884 — the  Credit. 
same    year   that    saw    the    French   law   on   agricultural 
syndicates  adopted — the   Government  placed  the  prac- 
tically   exhaustless    treasures    of   the    National    Savings 
Bank  at  the  service  of  cultivators  through  the  interven- 
tion  of  comptoirs  agricoles,   stationed   in  various   dis- 
tricts and  endowed  with  ample  discretion. 

*  I  take  this  figure  from  Memoirs  ct  Doc!(inc7ifs  irutiis  par  le 
Secretaire  de  la  Cotninission  nafiofiale  de  la  Petite  Bourgeoisie  i/istituee 
par  arrete  Royal  die  10  avril  1902. 
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The  That  is  the  old  method  of  creating  credit  by  the  pro- 

Agr^coies!"'''  vision  of  funds  instead  of  security.  The  law  also 
invested  the  lending  institutions  with  certain  "  privi- 
leges "  for  securing  themselves,  similar  to  those  ac- 
corded in  Italy  under  the  older  and  ineffective  law. 
The  experiment  has,  however,  led  to  scarcely  any 
results.  The  simple  cultivator  who,  as  both  M.  Graux 
and  M.  Beernaert  have  pointed  out,  habitually  shrinks 
from  "  the  indignity  "  of  borrowing,  and  can  only  be 
coaxed  into  it  by  having  credit  administered  by  men 
with  familiar  faces  and  heads  which  understand  his 
case  and  needs,  would  never  take  to  those  strange 
gentlemen . 

There  have,  in  all,  been  fourteen  comptoirs  created 
(ten  of  them  since  the  appearance  of  the  second  edition 
of  this  book,  which  shows  how  resolutely  the  Govern- 
ment cling  to  the  hope  of  attaining  success  in  the  teeth 
of  scarcely  encouraging  results),  of  which  number 
three  have  been  subsequently  suppressed.  So  there 
are  eleven  now  in  existence.  These  in  1908  lent  out 
among  them  3,028,145  francs,  but  had  at  the  close 
of  the  year  12,099,650  francs  owing  to  them,  which 
shows  that  many  loans  were  granted  for  a  considerable 
length  of  time.  The  loans  were,  however,  of  such 
amounts  as  indicate  that  they  were  not  generally  taken 
by  small  men.  Such  conclusion  has  long  since  been 
generally  accepted.  The  entire  lending  of  the  four- 
teen comptoirs  formed,  from  1884  to  the  close  of 
1908,  amounted  to  25,339,674  francs — a  little  more 
than  a  million  sterling  in  twenty-four-and-a  half  years  ! 
The  number  of  loans  granted  being  4,838,  the  mean 
amount  comes  very  near  5,238  francs,  that  is,  over 
£200.  There  were  544  loans  granted  under  1,000 
francs,  averaging  about  633  francs  (£25),  2,771  rang- 
ing from  1,000  to  5,000  francs,  959  rising  to  10,000 
francs,    366  to    20,000  francs,    119  to   30,000  francs, 
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and  79  beyond,  ranging  up  to  50,000  francs.  This 
form  of  credit  continues  to  be  maintained.  It  has  its 
uses  ;  but  the  result  is  not  considered  satisfactory. 
Something  far  more  "  popular  "  was  held  to  be  needed. 
To  provide  it,  the  National  Savings  Bank  w^as  once 
more  put  into  requisition,  and  the  provision  of  credit 
was  begun,  as  usual,  at  what  must  be  considered  the 
wrong  end,  that  is,  not  the  ascertaining  of  demand,  but 
the  provision  of  supply. 

Before  such  action  was  taken  the  Raiffeisen  system  Professor 
h^d  made  its  influence  felt  in  the  country.  Belgium  ij^ie'b'anks. 
borders  upon  Prussia  ;  and  whatever  was  done  in 
Prussia  was  sure  to  send  its  echo  into  Belgium.  In 
addition,  Abbe  Mellaerts  and  Professor  (subsequently 
Minister  of  State)  Francotte  had  tried  their  hand  on 
"  Catholic  banks."  Church  and  State  are  not  in 
Belgium  at  loggerheads  as  they  are  in  France.  Ac- 
cordingly the  Government  viewed  the  economic  action 
of  the  "  Catholics  "  with  favour.  A  law  passed  in 
1894  authorised  the  Savings  Bank  to  advance  money 
to  village  banks  on  certain  conditions,  and  the  late 
M.  Mahillon,  then  Director  General  of  that  institution 
— being  a  man  sincerely  desirous  of  helping  the  neces- 
sitous— lost  no  time  in  preparing  model  rules.  The 
idea  was  that,  as  in  Italy,  the  village  banks  formed 
should  be  independent  in  themselves,  but  governed  by 
rules  approved  by  the  National  Savings  Bank  and  per- 
mitted to  deliver  up  the  savings  deposits  taken  to  the 
institution  befriending  them.  The  organisations  so 
created  by  Government  initiative  have  subsequently 
become  so  much  blended  with  independent  village 
banks — having  a  Roman  Catholic  flavour,  and  formed 
by  the  Boerenbond,  Abbe  Mellaerts'  creation — which  The  '-Boeren- 
were  admitted  to  the  same  privileges,  that  it  may  be  bond.' 
well  before  giving  figures  (which  it  is  impossible  for 
me  to  separate  as  between  the  two  classes  of  institu- 
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tions),  to  deal  with  that  rather  powerful  and  continu- 
ally extending  organisation,  and  content  myself  for  the 
moment  with  saying  that  as  a  scheme  for  the  diffusion 
of  credit  the  Government  scheme  has  failed,  inasmuch 
as  the  village  banks  created  under  it  have  deposited 
far  more  money  than  they  have  drawn  out.  The 
The  N.niional  Report  of  the  Director  General  of  ths  National  Savings 
Bank  recognises  this,  explaining  that  the  villag?  banks 
obtain,  as  a  rule,  as  much  money  as  they  need  from 
their  own  deposits,  which  they  prefer  to  employ  directly 
in  loans  to  passing  them  through  the  National  Savings 
Bank  and  claiming  them  back  at  a  higher  rate  of 
interest.  The  rate  at  which  they  receive  them  from 
the  National  Savings  Bank  is  3j  per  cent.,  the  j  per 
cent,  to  be  retained  by  the  Central  Bank  becoming* 
security,  as  its  recompense.  The  National  Savings 
Bank  allows  credit  up  to  200  francs  per  member. 
Relations  with  the  National  Savings  Bank  imply  much 
red-tape,  and  the  submitting  of  accounts  and  docu- 
ments relating  to  the  loans  to  the  latter  institution. 
Therefore,  the  village  banks  prefer  raising  their  money 
themselves,  or,  so  far  as  they  possess  their  own  Central 
Bank  (there  are  now  seven  such),  taking  it  from  such, 
to  borrowing  it  from  the  National  Savings  Bank.  For 
such  purpose  they  must,  under  the  rules  now  in  force, 
in  any  case  employ  the  mediation  of  one  of  the  Central 
Banks,  which  has  to  become  surety  to  the  Savings 
Bank  on  their  behalf.  The  National  Savings  Bank 
allows  loans  for  varying  terms  of  years.  It  is  for 
this  purpose  that,  apart  from  the  Central  Bank  of  the 
Boerenbond,  at  Louvain  (which  is,  of  course,  wanted), 
other  Central  Banks  have  been  formed  and  continue 
to  be  formed.  They  have  each  their  own  district. 
The  Central  Bank  of  the  Boerenbond  acts,  so  far  as 
there  is  demand  from  societies  of  the  Bond,  all  over 
the    kingdom,    and    therefore,    in   some   districts,    com- 
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petes  directly  with  other  Central  Banks.  Although, 
as  will  be  shown,  village  banks  generally  fail  to  accept 
the  benefits  offered  to  them  by  the  National  Savings 
Bank,  they  are  not  equally  chary  in  respect  of  other 
State  help.  For  they  gladly  accept  the  grant  of  100 
francs  which  the  Ministry  of  Agriculture  allows  to 
every  new  bank  of  the  kind  whose  registration  is 
notified  in  the  Moniieur,  to  go  towards  first  establish- 
ment expenses  ;  as  well  as  25  francs  a  year  granted  by 
the  same  Ministry,  to  pay  for  inspection  and  audit. 
This  annual  grant  is  paid  to  the  inspecting  Union. 
Non  fit  sine  pulvere,  says  Saint  Augustine,  meaning 
thereby  exertion  and  effort  ;  non  fit  sine  munere  seems 
to  be  the  accepted  maxim  abroad  for  "  self-help  "  in 
agriculture.  And  "  self-help  "  organisations  accept 
such  gifts,  because  they  have  not  yet  learnt  the  truth 
of  Sterne's  axiom  that  "  all  is  not  gain  that  is  got 
into  the  purse." 

The  Raiffeisen  principle   is   not  applied   in  Belgium   Belgian 
in  its  absolute  purity.     Village  banks  are  required  by  from'pl^re^ 
the  law  to  issue  shares  ;    but  such  shares  may  be  small.  Raifteisenism. 
They  are  bound  to  pay  dividend  ;  but  that  dividend  has 
been  strictly  limited.     In  the  last  place,  they  must  not 
make  their  reserve  fund  permanently  indivisible  ;    how- 
ever, by  ingenious  regulations  they  have  succeeded  in 
making    it    practically    so.      In   any    case    there    is    no 
inducement  left  for  members  to   "  share  out." 

The   Raiffeisen   village   bank   movement   in   Belgium  organisation 
owes  its  origin  to  Abbe  Mellaerts  who,  when  vicar  of  "/?^f'S'^" 

°  Raiffeisen 

Rillaer,  and  General  Secretary  of  a  Peasants'  League  Banks, 
having  its  headquarters  at  Louvain,  was  attracted  in 
1892  across  the  border  to  study  in  Prussia  the  organisa- 
tion and  work  of  the  Raiffeisen  village  banks,  of  which 
at  that  time  everyone  had  heard — with  the  exception 
apparently  of  our  Treasury  and  its  recent  spokesman  in 
the  House  of  Lords .    Professor  Francotte's  little  societies, 
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moulded  on  the  German  Bauernvereine,  and  likewise 
distinctly  "  Catholic,"  were  in  other  respects  rather 
landlord -ridden  than  independent.  There  were  land- 
lord members  imembres  fondateurs)  and  peasant  mem- 
bers {membres  efectifs),  the  former  supplying  the 
funds  or  liability,  and  guidance,  the  latter  raising 
advances  and  suffering  themselves  to  be  led.  In  one 
of  these  societies — that  of  Perck — membership  went  as 
a  matter  of  course  with  tenancy.  The  membre  fonda- 
teur^s  tenants  became  ipso  facto  members  of  the 
society  and  as  such  entitled  to  credit. 

Abbe  Mellaerts'  societies  have  not  adopted  this  prin- 
ciple. The  cassock  is  very  much  in  evidence  in  them 
and  the  Roman  collar  leads  ;  but  the  societies  are 
bond  fide  members'  societies,  adopting  the  Raiffeisen 
principle  in  all  things — parish  districts,  nominal  shares 
(i  franc,  or  in  some  cases  even  only  10  centimes)  and 
unlimited  liability.  They  were  evidently  wanted  in 
Belgium.  For  they  have  gone  on  rapidly  increasing 
in  number  and  are  valued  as  a  benefit.  There  were 
in  1895  thirty-three  such  little  parish  banks,  with  col- 
lectively 1,160  members  (980  of  them  being  agricul- 
tural cultivators)  ;  by  1900  the  figures  had  risen 
severally  to  264  and  11,669  (9,783  of  the  members 
being  bond  fide  cultivators).  At  the  close  of  1908 
there  were  584  societies,  with  seven  Central  Banks,  of 
which  that  of  Louvain  took  the  lead.  I  cannot  give 
the  number  of  members.  It  stood  at  19,972  (for  428 
banks)  in  1905,  16,079  being  bond  fide  small  agri- 
cultural cultivators.  At  that  time  the  number  of 
Central  Banks  was  only  six. 

What  a  contrast  to  our  British  village  bank  move- 
ment, which  began  much  about  the  same  time,  and  has 
resulted  only  in  fourteen  or  fifteen  struggling  little  banks  ! 

There  is  no  need  to  describe  the  Raiffeisen  principle 
over  again.      It   may,   however,   be  of  interest  to  pick 
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out  from  the  regulations  adopted  by  the  Boerenbond 
one  or  two  practical  precepts  which  appear  to  have 
answered  well.  The  Boerenbond  village  banks  have, 
like  the  village  banks  of  Germany,  an  executive  com- 
mittee of  five  and  a  larger  Council  of  Inspection.  The 
executive  body  is  authorised  to  grant  credits  to  mem- 
bers up  to  a  limit  settled  by  the  General  Meeting, 
which  limit  as  a  rule  stands  at  1,000  francs.  Should 
a  larger  amount  be  asked  for,  the  Executive  is  required 
to  consult  the  Inspecting  Council  at  a  joint  sitting. 
To  make  the  vote  taken  at  such  joint  sitting  valid 
the  majority  of  members  of  both  bodies  are  required 
to  be  present.  Whether  a  sitting  be  joint  or  distinct, 
the  vote  is  in  any  case  taken  by  ballot — "  yes  "  or 
"  no  " — and  the  majority  in  favour  of  granting  the 
loan  must  be  absolute  ;  thus,  if  there  should  be  six 
members  present  the  majority  must  consist  of  four. 
Should  the  application  for  a  loan  come  from  a  member 
of  the  Executive  Committee,  it  is  for  the  Council  of 
Inspection  to  decide  upon  it.  No  applicant  is  ever 
allowed  to  be  present  at  such  deliberation.  The 
Boerenbond  does  not  prohibit  a  member  of  the  Execu- 
tive from  being  surety  for  a  borrower,  but  it  strongly 
discourages  the  practice.  No  decision  is  considered 
valid  unless  it  is  entered  on  the  minutes. 

It  will  have  to  be  borne  in  mind  that  the  Boerenbond  Present 
is,  like  the  Raiffeisen-verband,  a  Union  pursuing  more  fhrR^^iffeisen 
objects  besides  that  of  providing  credit.     It  organises  Movement, 
common  action  among  the  peasantry  in  every  way  for 
purchase    and    sale,    and   also    for    insurance    of   every 
kind  ;    it  educates,   gives  free  legal  and  other  advice, 
and  endeavours  to  show  itself  a  "  guide,  philosopher, 
and  friend  "   to   the   class   for  which   it  acts   in  every 
conceivable  way.     Its  own  Union  now  comprises   286 
village  banks  (that  is  the  figure  for  the  close  of  1908). 
The    number    has    grown    by    twenty    or    thirty    every 
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year.  In  the  provinces  of  Antwerp,  Brabant,  Lim- 
bourg,  and  East  Flanders  it  positiv^ely  monopolises 
agricultural  credit,  there  being  no  village  banks  but  its 
own  there  in  existence.  Those  four  provinces  answer 
for  244  of  the  banks.  The  resort  of  the  banks  of  this 
Union  to  the  assistance  of  the  National  Savings  Bank 
is  very  circumscribed  indeed.  In  the  years  1903, 
1904,  1905,  1907  and  1908,  when  926,850  francs 
was  lent  out  (242,550  in  1907,  and  402,000  in  1908), 
not  a  single  penny  was  raised  from  the  National 
Savings  Bank;  in  1902  only  5,000  francs,  and  in 
1906  only  3,000  francs.  The  Boerenbond  banks  have 
in  point  of  fact  used  their  credit  with  the  Savings 
Bank  only  while  they  were  themselves  still  weak  in 
capital  and  other  credit,  and  have  had  the  resolution, 
while  doing  so,  to  build  up  resources  of  their  own 
and  then  to  throw  away  the  crutch.  At  the  close  of 
1908  the  loans  outstanding  on  the  part  of  the  Boeren- 
bond banks  amounted  to  544,519  francs  in  respect 
of  advances  made  of  2,043,000  francs.  However,  only 
14,305  francs  of  this  was  owing  to  the  National 
Savings  Bank,  in  respect  of  advances  amounting  origi- 
nally to  211,900  francs  ;  whereas  the  balance  due  to 
their  own  Central  Bank  amounted  to  530,214  francs,  in 
respect  of  loans  figuring  in  all  at  1,83  i,  100  francs.  The 
Louvain  Central  Bank  belongs  exclusively  to  the  Bond. 
At  the  close  of  1908  it  disposed  of  a  share  capital 
of  3,293,000  francs,  subscribed  in  1,000-franc  shares, 
with  7,378,852  francs  deposits  from  local  banks,  and 
293,849  francs  from  individuals.  The  entire  working 
capital  of  the  bank  is  put  for  1908  at  16,035,019 
francs.  Apart  from  granting  loans  and  taking  deposits, 
the  Central  Bank  acts  in  a  manner  as  central  organ 
for  the  Union  in  general,  providing,  among  other 
things,  for  Union  inspection,  for  which  purpose  it 
maintains  three  qualified  inspectors. 
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Taking  a  wider  view  of  the  movement,  there  were 
at  the  close  of  1908,  including  Central  Banks,  584 
Raififeisen  village  banks  in  existence  in  Belgium,  of 
which  number,  however,  only  400  had  sent  in  returns, 
accounting  for  9,305,730  francs  lent  out  and 
18,627,485  francs  collected  in  the  shape  of  deposits. 
No  wonder  the  services  of  the  National  Savings  Bank 
are  not  in  request.  But  it  is  no  small  achievement 
to  have  in  this  way  brought  about  to  some  extent  the 
decentralisation  of  national  saving.  Of  the  deposits 
spoken  of  only  4,695,120  francs  had  found  their  way 
into  the  National  Savings  Bank,  which  allows  3  per 
cent,  interest  up  to  sums  of  2,000  francs,  and  only 
2  per  cent,  beyond,  and  which  had  in  the  same  year 
approved  of  831,832  francs  of  advances  asked  for,  but 
actually  granted  only  213,144  francs.  In  fact  its 
assistance  in  this  matter  is  very  near  nil.  On  the 
other  hand,  the  Raiffeisen  banks,  although  expanding 
only  slowly,  appear  to  be  doing  so  steadily  and  surely, 
and  to  answer  the  requirements  of  the  rural  population. 
So  much,  indeed,  is  their  help  appreciated  that  since 
some  time  the  Socialists  have  made  attempts  to  create 
an  opposition  movement  of  the  same  sort.  There  are, 
of  course,  many  among  the  rural  and  cultivating  popu- 
lation who  are  not  very  devotedly  attached  to  the 
Church  of  Rome,  and  among  such  the  Socialists  would 
like  to  secure  adherents  to  themselves.  They  have 
not,  however,  thus  far  met  with  any  very  notable 
success. 

Since  1 904  the  Boerenboiid  has  added  to  the  services  Co-operative 
which  it  already  renders  a  new  one  in  the  shape  of  ^lo^^'gage 
mortgage  credit.  At  a  meeting  of  members  held  in 
the  year  named,  at  which  the  proposal  was  formally 
put  forward  and  explained,  it  was  loudly  acclaimed 
by  those  present.  There  is  something  very  seductive 
in   the   prospect  of   bringing  mortgage   credit   near  to 
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every  peasant  by  means  of  his  own  parish  bank,  the 
members  of  which,  so  it  is  argued,  are  sure  to  be 
better  informed  upon  the  value  of  his  property  than 
any  valuer  from  elsewhere  can  he,  and  also  in  a  better 
position  to  exercise  influence  over  him  to  prevent  abuse 
or  depreciation.  The  money  for  such  advances  is,  of 
course,  not  taken  from  the  funds  provided  for  personal 
credit — deposits  and  the  like,  which  are  liable  to  with- 
drawal— but  by  the  issue  of  long  term  bonds,  paying 
3|  per  cent,  interest,  such  as  it  cannot  be  very  difiticult 
to  place  among  a  "  Catholic  "  population  for  a 
"  Catholic  "  cause.  There  seem  to  be  no  hard  and 
fast  regulations  laid  down  regarding  the  proportional 
amount  to  be  lent.  As  the  matter  now  stands,  the 
issue  of  mortgage  loans  is  in  the  first  instance  to  be  left 
to  each  local  bank.  It  is  to  that  body  that  the 
applicant  is  required  to  address  his  application,  sub- 
mitting at  the  same  time  his  title-deeds  and  any  other 
papers.  It  is  also  the  local  bank  which  values  the 
property.  Only  in  the  event  of  there  being  no  local 
bank  in  the  district  is  the  applicant  entitled  to  address 
himself  to  the  Central  Bank,  which  in  such  case  under- 
takes the  valuation  on  its  own  behalf,  and  which  in 
any  case,  for  greater  security,  examines  the  title- 
deeds  and  papers.  But  it  is  in  every  case  the  Central 
Bank  which  raises  the  requisite  money  and  completes 
the  advance.  It  raises  the  money  by  means  of  "  obli- 
gations " — bonds,  that  is  —of  loo,  200,  500,  and  1,000 
francs,  which  run  for  terms  of  up  to  twenty-nine  years. 
That  is  also  the  term  up  to  which  mortgages  may  be 
granted.  The  mortgages  are  repayable  by  sinking 
fund,  without  precluding  repayment  in  the  lump  or 
by  instalments  at  earlier  dates.  Up  to  the  close  of 
1908  in  this  way  1,823,950  francs  had  been  lent  out 
in  369  advances,  averaging  a  little  under  £200  each, 
namely,    1,085,800    francs    in    201    advances    through 
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the  local  banks,  and  738,150  francs  in  168  advances 
by  the  Central  Bank  at  first  hand.  The  business  shows 
a  very  slight  advance  as  time  has  gone  on.  The 
mortgages  granted  in  1908  amounted  to  forty-five,  of 
the  value  of  205,000  francs,  allowed  by  local  banks, 
and  thirty-eight,  of  the  value  of  204,520  francs,  taken 
from  the  Central  Bank.  It  is  to  be  apprehended  that 
some  of  the  questions  of  liability  involved  have  not  yet 
been  brought  home  to  these  small  co-operative  bodies. 
But  one  may  be  interested  to  see  the  matter  develop. 
As  a  rule  it  is  more  advisable  to  leave  mortgage  lend- 
ing to  distinct  bodies  raised  up  upon  a  very  much 
broader  basis. 

From  the  sketch  here  given  it  must  be  apparent  that  General 
Co-operative  Credit  in  Belgium  at  the  present  stage  ■'^u"""'^'')'- 
finds  itself,  if  in  a  somewhat  threatened,  certainly  also 
in  a  highly  interesting  and  instructive  position.  There 
is  some  brilliant  light  in  the  picture,  and  there  is  also 
some  very  gloomy  shade.  In  view  of  the  most  dis- 
appointing effects — allowed  to  be  so — produced  by 
State  aid  in  the  provision  of  funds  (in  the  cases  both 
of  the  comptoirs  agricoles  and  the  caisses  rurales), 
it  puzzles  one  to  conjecture  what  it  can  be  that  has 
led  the  Belgians  to  the  resolve  to  apply  State -help  as 
a  strengthening  resource  to  industrial  credit.  With 
union  and  inspection  providing  a  common  standard, 
and  the  certainty  of  its  being  maintained,  there  is  little 
doubt  that  other  Banques  populaires  might  have  done 
as  well  as  those  of  Liege  and  Verviers,  the  success  of 
which  is  not  questioned.  But  for  the  opposition  for  a 
long  time  offered  to  Raiffeisenism  by  M.  d'Andrimont 
and  his  friends,  Raiffeisenism,  which  evidently  suits 
the  rural  population  well,  might  have  been  intro- 
duced much  sooner,  and  would  probably  by  this 
time  have  been  strong  and  covered  much  more 
ground  ;     and    it    might     under     those    circumstances 

c  c  2 
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have  developed  witliout  any  dcni.minalional  bias. 
As  to  the  hurtfulness  or  utility  (»f  the  latter 
opinions  may  differ.  But  on  general  grounds  one 
may  well  wish  to  see  the  Raiffeisen  system  extend- 
ing, and  one  may  hope  that  the  Banques  populaires 
may  find  means  of  strengthening  themselves  by  self- 
help,  and  rendering  over  a  wider  area  the  excellem 
services  which  they  now  already  render  at  Liege  and 
X'erviers  and  in  one  or  two  other  places. 


Belgian  People's  Banks  on  31ST  December,  1908. 


Names  of 
Banks. 

When  formed. 

Mem- 
ber, 
ship. 

Paid-up 

Share 

Capital. 

Reserve 
Funds. 

Deposits. 

Loans 
out- 
standing. 

Li6?e     

Huy       

Verviers 

St.       Nicolas  \ 

(Waes)          J 
Antwerp 

Dinant 

Chatelet 
Malines 

Aloest    

Antwerp     (ar-  i 
rondissement) , 
Goe-Limboiirg 
Argenteau 
Louvain 

Jumet 

Brussels 
Lierre     (30th  1 

June)...         1 

1st  June,  18C4 
9th  .Xpril,  1865 
ist  May,  1865 

5th  July,  1869 

4th  July,  1873 

19th  October,  1873 

10th  December,  1873 

i6th  February,  1874 

22nd  February,  1886 

1 2th  November,  1886 

2nd  December,  1888 

23rd  April,  1889 

17th  July,  1889 

ist  June,  1891 

4th  March.  1892 

15th  March.  1907 

3,825 

873 

3,276 

459 
516 
307 
639 
199 

85 

4,557 

300 

51 
397 
162 
195 

53 

Francs. 
656,704.07 
167,254.43 
655,200.00 

91,667.00 

301,317-73 
55,459-00 

127,800.00 
33,838.83 
32,420.00 

569,625.00 

59,680.00 
10,200.00 
314,400.00 
393,000.00 
15,354-52 
47,400.00 

Francs. 
113,949.00 
50,078.05 
306,425.93 

24,337-72 

58,387-72 
4,400.87 

86,136.98 
7,495-26 
3,698.81 

633,218.13 

6,106.00 

4,445.00 

164,323.44 

106,862.01 

41,47695 

2,370.00 

Francs. 

3,779,890.11 

850,164.85 

5,800,028.74 

444,366.81 

306,046.26 

112.145.32 

1,228,637.07 

95,518.26 

68,952.87 

4,i67,4-t7-90 
276,681.62 

56,03955 
522,633.50 
817,742.31 
795,055-70 

13,578.57 

Francs. 

492,919.06 

178,700.45 

1,349,178.89 

342,087.78 

447,286.55 
81,125.56 

360,847.60 

51,623.00 

99,710.78 

1,422,342.85 

44,112.19 

17,097.50 

568,688.99 

540,938.46 

694,115-^*1 
197,530-'^ 

15,877 

3,669,017.58 

1,613,711.40 

«9. 334,929-41 

6,858,302. 5  > 

*  I  owe  the  use  of  this  table  to  M.  Alfred  Micha.     It  was  carefully  prepared 
for  the  Exhibition  to  be  held  at  Brussels  in  the  present  year. 


CHAPTER    XIV 

CO-OPERATIVE   CREDIT   IN   SWITZERLAND 

With  only  fifty-five  co-operative  credit  societies  Swiizerland 
registered  in  1908 — leaving  out  of  account  the  ninety  or  pop^UariJed 
a  hundred  small  village  banks  quite  recentlv  formed —   Credit  and 

o      •  ,         ,     •  u    ,j  ,        •     '  r    Thrift. 

bAvitzerland  is  sometimes  held  to  rank,  m  matters  or 
"  popular  "  credit,  as  a  decidedly  backward  country. 
The  figure  named,  however,  provides  only  a  very 
inadequate  measure  whereby  to  estimate  the  democra- 
tised credit  business  done  in  the  "  Eidgenossenschaft," 
even  though  some  of  the  institutions  here  referred 
to  conceal  under  a  co-operative  name  only  very  little 
co-operation  in  fact.  The  form  of  registration,  as 
it  happens,  affords  in  Switzerland  no  sort  of  clue  to 
the  character  of  an  organisation.  For  legislation  is 
in  that  country  a  veritable  medley,  permitting  much 
hoisting  of  false  colours.  Up  to  1883,  when  it  pro- 
ceeded from  the  cantonal  Councils,  it  was  nothing 
short  of  Chaos,  and  the  control  nominally  exercised 
over  the  societies — to  see  that  they  were,  and  were 
kept,  sound — was  as  much  a  matter  of  form.  Since 
1883,  when  the  Federation  took  such  legislation  in 
hand,  matters  are  materially  improved.  Nevertheless, 
there  are  many  "  co-operative  "  societies  not  by  any 
means  truly  co-operative.  On  the  other  hand,  also, 
there  are  joint-stock  companies  which  exhibit  much 
co-operative  spirit,  and  certainly  dispense  much  demo- 
cratised credit  in  a  thoroughly  public-spirited  way. 
Beyond  this,  for  purposes  of  small  credit,  Switzerland 
is    happy    in    possessing    its    veritable    host    of    thrift 
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institutions  of  every  grade  and  shade,  which  do  much 
to  minister  to  the  wants  o:  those  in  whose  dwelling 
places  they  first  collect  their  funds.  There  are  also  some 
Unions  du  Credit  of  the  Belgian  type,  and  there  is 
much  small  credit  business  transacted  by  the  capitalist 
banks,  public  and  private,  so  that  a  no.  unplausible 
case  could  some  time  back  be  made  out  for  denying 
that  Switzerland  needed  co-operative  credit. 
The  Savings  In   very   truth,   as    you  enter   into   Switzerland,   you 

Banks.  enter   into   an   atmosphere   of   popularised   credit,   just 

as  you  enter  into  an  atmosphere  of  organised  thrift — 
which  is  one  of  the  most  striking  characteristics  of 
the  country.  Nature,  spreading  out  its  rocky  mountain 
covering  over  the  land^  forcibly  urges  man  to  thrift, 
and  man  has  made  the  lesson  his  own.  Barring' — 
possibly — Denmark,  there  is  no  country  in  which  thrift 
is  more  methodically  and  more  largely  practised,  and 
has  been  so  for  long  back.  For  the  oldest  Swiss  sav- 
ings banks  date  from  the  seventeenth  century.  There  is 
a  savings  l)ank  in  Switzerland  to  every  seven  or  eight 
square  miles.  Of  3,189  parishes  within  the  Federa- 
tion there  were  in  1882  only  283  unprovided  with 
receiving  offices.  In  1897  there  were  40.52  depositors 
to  every  100  inhabitants,  with  an  average  sum  of 
760  francs  to  each  depositor's  credit,  325.30  francs 
deposits  j>er  inhabitant,  in  the  savings  banks  alone. 
At  the  present  time — there  are  new  statistics  in  pre- 
paration but  not  completed  at  the  moment  of  writing — 
there  are  j)robably  at  least  1,500,000  depositors  (among 
about  3,500,000  population)  and  £60,000,000  dc- 
p<jsits  accunmlated.  How  does  that  compare  with  our 
1^215,000,000  or  so  to  43,000,000  inhabitants  !  Thrift 
is  in  Switzerland  taught  in  schools,  from  the  elementary 
institutions  u))ward.  The  pupil  ol  the  lowest  form 
has  a  school  savings  bank  at  his  elbow.  The  factory 
workman    linds   a   factory   savings   bank   close  at   hand 
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in  every  factory  of  any  pretensions.  Very  schoolboys 
form  their  "  compulsory  savings  bank  societies,"  in 
which  they  bind  themselves  to  lay  by,  centime  by 
centime  or  else  franc  by  franc,  it  may  be  for  a  year, 
it  may  be  for  three,  in  order  so  to  fo:m  an  infinitesimal 
nucleus  of  a  future  fortune.  Savings  banks  are  not 
above  accepting  halfpenny  deposits  (5  centimes)  and 
even  single  centimes  (Rappen).  And  the  State, 
although  it  has  no  Post  Office  Savings  Bank,  comes 
to  the  assistance  of  petty  thrift  since  1895  t>y  issuing 
(at  I  per  cent,  commission  to  itself),  savings  stamps 
to  recognised  savings  banks,  to  be  used  on  cards. 
Men  continue  the  practice  of  compulsory  saving  begun 
at  school,  and  the  small  sums  so  accumulated  very  often 
go  to  buy  a  share  in  some  co-operative  savings  associa- 
tion, in  which  tolerably  substantial  shares  are  the  rule, 
so  as  to  carry  thrift  further. 

With  no  National  Debt  to  speak  of  (about  £4,000,000 
for  the  Federation  and  £16,000,000  for  the  cantons) 
— and  that  only  of  recent  origin — thrift  institutions 
have  almost  been  compelled  to  seek  employment  for 
their  funds  by  lending.  Savings  banks  are  free  in 
Switzerland.  There  is  no  Chancellor  of  the  Exchequer 
selfishly  to  claim  all  that  people  lay  by  for  a  means 
artificially  to  drive  up  the  price  of  Consols.  The  Con- 
stitution recognises  no  right  on  the  part  of  the  Federal 
or  National  Council  to  interfere.  Some  cantons  have 
introduced  official  supervision.  Aargau  inspects,  and 
St.  Gall  allows  no  new  savings  bank  to  be  opened  with- 
out Government  authorisation,  and  insists  upon  the 
accumulation  of  a  reserve  fund,  which  is  gradually  to 
reach  10  per  cent,  of  the  deposits.  Other  cantons  do 
not  go  even  such  length.  Some  cantons  and  parishes 
are  generous  enough  to  guarantee  deposits  in  savings 
banks.  But  generally  speaking  savings  banks — not  a 
few  of  which  are  joint -stock  companies — are  absolutely 
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free  to  do  with  their  money  whatever  they  please. 
And  they  find  a  very  convenient  outlet  in  credit  given. 
Mortgage  loans,  of  course,  stand  foremost  in  public 
favour  as  investments,  although  it  is  recognised  that 
they  lock  up  the  money.  About  56  per  cent,  of  the 
funds  in  the  keeping  of  the  savings  banks  proper  arc 
so  invested.  That  recalls  the  existence  of  another 
favourite  substitute  for  co-operative  credit  in  Switzer- 
land. Borrowing  on  mortgage  is  made  exceedingly 
easy  in  the  Federation,  and  will  be  made  still  more 
so  under  the  new  law  coming  into  force  in  1912.  The 
expense  incurred  is  trifling  ;  the  amount  borrowed 
may  be  very  small — there  are  mortgage  loans  for  as 
little  as  £6.  And  after  191 2  mortgage -deeds  will 
be  issuable  in  a  form  that  makes  them  readily  trans- 
ferable, like  bonds  or  shares.  Accordingly,  whoever 
has  real  property  to  pledge  thinks  of  a  mortgage  first. 
And  this  accounts,  among  other  things,  for  the  slow 
progress  made  by  institutions  for  co-operative  agri- 
cultural credit.  Whatever  money  in  mortgage  banks 
credit  on  real  security  cannot  absorb  goes  to  personal 
credit,  or  to  credit  secured  by  effects. 

However,   this   does   not   by  any  means   exhaust   the 
machinery   provided   for   cultivating   thrift   and   giving 
credit. 
Congenerous  In  addition   to   the   savings   banks   j^roper   there  are, 

Institutions.  jj.^  ^^le  first  place,  thrift  institutions  known  as  Erspar- 
nisskassen .  These  are  intended  for  very  small  folk-; 
but  with  many  small  folk  to  deposit,  some  of  them 
accumulate  considerable  sums.  Of  such  is  the  society 
of  Konolfingen  which,  formed  in  i82(S,  has,  by  m^ans 
of  the  practice,  not  unusual  in  Switzerland,  of  carry- 
ing every  ])enny  of  annual  surplus  to  reserve,  managed 
long  since  to  repay  every  farthing  of  its  original  share 
capital,  so  making  the  instituti^m  the  prnperty  of  the 
local  community.      Its  holding  in  savings  deposits  now 


CO-OPERATIVE   CREDIT   IX   SWITZERLAND.     393 

amounts  to  something  like  14,000,000  francs,  to  which 
has  to  be  added  about  7,000,000  francs  of  other  funds. 
Its  money  is  all  laid  out  in  loans — 19,140,000  francs 
in  mortgages,  1,768,000  francs  in  loans  on  personal 
security.  The  Erspaniisskasse  of  Berne,  formed  in 
1823,  holds  18,500,000  francs  in  savings  deposits, 
all  of  which  is  laid  out  in  mortgages.  To  meet  calls 
there  is  a  reserve  fund  of  777,000  francs.  The  Erspar- 
nisskasse  of  Aarberg,  formed  as  long  ago  as  in  18  I2^ 
holds  about  9,000,000  francs  in  deposits,  with 
1,800,000  francs  reserve  fund  to  serve  as  till  money. 
There  are  more  such  institutions,  most  of  them  of  very 
early  foundation,  whose  long  existence  has  enabled 
their  early  founders  and  their  heirs  to  get  rid  of  every 
shred  of  liability,  while  retaining  a  right  to  manage, 
for  the  public  interest,  but  no  right  to  claim  any 
benefit. 

Next  to  these  humble  but  useful  insiitutions  there  is 
a  cognate  organisation  of  a  rather  more  pretentious 
type,  the  Spar-und  Leihkassen,  which  likewise  take 
savings  freely  and  loan  out  money.  In  order  to  be 
able  to  do  the  latter  all  the  more  plentifully,  they  go 
beyond  collecting  cash  by  savings  deposits  alone  and 
contract  debts  or  else  raise  funds  by  means  of  bonds 
or  debentures.  They  may  accordingly  be  considered 
to  approximate  rather  closely  to  ordinary  business 
banks. 

There  are  no  statistics  to  show  how  much  money 
they  circulate  in  this  twofold  way.  There  is  one  such 
"  Kasse  "  in  Berne,  registered  as  a  joint-stock  company, 
with  6,000,000  francs  share  capital,  in  addition  to 
which  it  possesses  2,050,000  francs  in  reserves.  It 
holds  more  than  18.000,000  francs  in  savings  de- 
posits, on  about  32,000  accounts,  in  addition  to  about 
12,000,000  francs  of  cash  balances  on  current  accounts 
and   10,000,000  francs  ordinary  deposits.    Its  ordinary 
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dividend  on  shares  is  8  per  cent.  It  is  a  useful  institu- 
tion, because  it  lays  itself  out  for  providing  credit  more 
specifically  for  the  classes  of  medium  and  small  trades- 
men and  manufacturers,  who  would  otherwise  be  most 
exposed  to  exploitation  by  usurers. 

From  what   has  been   said  it  will  be  gathered  that 
this  type  of  society  is  rather  substantial  for  its  posi- 
tion. 
Cantonal  The    cantonal    banks,    the    oldest    of   which — thai   of 

Banks.  Berne — was  formed  in  1834,  ^nd  which  are  maintained 

as  public  institutions  by  their  several  cantons  ;  further- 
more the  ordinary  business  banks,  whose  character  is 
known  to  stand  high  ;  and  the  well -developed  mort- 
gage banks,  which  are  a  speciality  of  their  country, 
are  all  helpful  towards  the  provision  of  small  credit. 
The  first -named  two  take  small  deposits  ;  all  three 
types  grant  small  credits,  the  mortgage  banks  by  means 
of  mortgages,  the  others  in  other  forms.  The  K^n- 
tonalbank  of  Zurich,  in  a  public -spirited  way,  culti- 
vates small  credit  even  at  a  loss. 

There  is,  then,  tolerably  liberal  provision  made  for 
"  jwpular  "  credit  even  without  the  addition  of  co- 
operative banks  proper.  However,  as  time  advanced, 
and  modern  developments  raised  greater  claims,  it 
could  not  be  made  to  cover  all  the  ground.  Agricul- 
ture clamoured  for  more.  Switzerland  is  not  nearly 
to  the  same  extent  an  "  agricultural  "  country  that 
it  used  to  be.  Its  agricultural  population  has  shrunk 
to  33.25  per  cent,  of  the  whole.  But  all  the  same 
agriculture  still  constitutes  an  important  interest,  more 
particularly  peasant  agricul,ture  practised  in  holdings 
under  \2\  acres.  When  provided  with  adequate  work- 
ing capital  that  is  also  found  to  be  the  most  remunera- 
tive. It  lias  been  calculated  that  out  of  such  small 
holding  the  occupier  manages  on  an  average  to  net 
650.95  francs    (more  than  £10  8s. _)  of  profit  per  acre, 
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whereas  cultivators  of  12^  to  25  acres  net  only  £10, 
cultivators  up  to  ^y^  acres  £8  85.,  cultivators  up  to 
75  acres  £8  3s.,  cultivators  of  larger  areas  only 
£7  115.  By  means  of  a  protective  tarifT,  which  they 
were  successful  in  carrying  some  six  or  seven  years 
ago  by  a  referendum,  the  peasantry  manage  to  obtain 
prices  for  their  produce — more  particularly  for  meat 
and  milk — which  are  so  inconveniently  high  for  the 
industrial  population  as  almost  to  compel  the  latter 
in  self-defence  to  combine  to  co-operative  distributive 
societies,  the  number  of  which  under  such  stimulus 
increases  by  several  hundreds  every  year,  and  the  busi- 
ness of  which  goss  up  by  leaps  and  bounds.  The 
great  distributive  store  of  Basel,  which  does  an  annual 
business  of  about  £200,000,  was  first  started  to  pro- 
vide for  a  cheaper  and  better  supply  of  milk,  and  such 
trading  in  good  and  cheap  milk  made  it  at  once 
popular  with  the  entire  population  of  the  city  and 
absolutely  ensured  its  success. 

But  for  all  this  improved  high  farming  money  is  Anoiulisse- 
required.  Cantons  and  "communes"  (which  often  m^"t  ^^n^^^ 
enough  include  a  number  of  parishes)  endeavour  to 
do  their  part  towards  providing  such,  sometimes  on 
a  large  scale.  Thus  there  is  a  credit  bank  for  the 
arrondissement  of  Burgdorfif,  which  ministers  to  the 
needs  of  twenty-five  surrounding  communes.  The 
various  communes  have  in  this  case  provided  101,000 
francs  as  a  "  capital  of  guarantee,"  but  decline  to 
make  themselves  responsible  beyond  that  sum.  Since 
all  surplus — beyond  5  per  cent,  allowed  on  share 
capital  —  is  carried  to  reserve  —  which  fund  already 
amounts  to  771,000  francs — and  there  are  18,000,000 
francs  of  savings  deposits,  no  further  liability  is  likely 
to  be  required.  But  in  some  other  cases  the  "  com- 
mune "  takes  the  entire  liability.  There  are  credit 
banks    directly    "  run  "    by    "  communes."      And   there 
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is  a   quite  peculiar  institution  which  has  become  very 
common    in   the    cantons   of   Thurgau   and  Zurich  and 
there  renders  very  acceptable  service. 
Co-opcraiive  ^>'  ^he  very  nature  of  the  conditions  in  which  Provi- 

Purchaseof  dence  has  placed  them,  the  Swiss  are  almost  compelled 
to  practise  co-operation.  They  could  scarcely  make 
their  cheese,  which  constitutes  their  most  characteristic 
national  product,  except  by  clubbing  together  to  form 
co-operative  fruitieres.  Co-operation  in  dairying  it 
may  have  been  which,  more  particularly  in  the  Canton 
of  Thurgau,  led,  by  a  natural  sequence  of  ideas,  to 
co-operation  for  the  purchase  of  cattle.  There  are  in 
the  Canton  of  Thurgau  no  fewer  than  thirty-five  cattle- 
purchasing  co-operative  associations  in  existence,  minis- 
tering to  a  population  of  22,230,  one  in  each  parish,  no 
matter  whether  that  parish  have  but  sixty  inhabitants, 
or  close  upon  2,000.  For  more  than  forty  years  have 
these  Caisses  Tliurgoviniennes*  kept  the  inhabitants  in 
bullocks  and  milch  cows,  rendering  most  useful  services 
in  their  own  humble  way,  and  receiving  their  money 
back  in  full  and  punctually,  with  interest,  which  pro- 
mises to  enable  them  in  course  of  time  to  extinguish 
the  debt  incurred  at  the  outset,  and  put  in  its  place 
a  sufficient  self-supporting  fund.  And  all  this  has 
proceeded  from  the  initiative  of  the  parishes  them- 
selves. Only  quite  lately  has  the  Cantonal  Government 
voted  subsidies  to  the  amount  of  1,500  francs  a 
village,  not  by  way  of  necessary  assistance,  but  as  an 
encouragement  to  the  extension  of  a  useful  practice. 
The  modus  procedendi  is  really  very  simple.  The 
commune — that  is,  the  parish  by  a  vote  of  its  inhabi- 
tants, resolves  to  raise  a  fund  by  loan.  Out  of  that 
fund  any  villager  who  can  make  out  a  case  and  show 
that  he  really  desires  to  buy  a  beast,  and  has  keep  for 

*  For  fuller   information  about  these  institutions  see    my   article, 
"The  Poor  Man's  Cow,"  in  the  National  Rci'icxc^  October,  1894. 
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it,  is  entitled  to  receive  an  advance.  He  must  enter 
into  a  bond  to  repay  the  sum,  with  interest,  by  regular 
instalments,  and  also  not  to  buy  from  anybody  else  on 
credit.  That  done,  he  receives  his  fnoney,  ^nd  may  buy 
wherever  he  chooses,  paying  cash.  Should  he  fail  in 
any  of  the  duties  undertaken,  his  loan  is  at  once 
declared  forfeited,  and  repayment  is  enforced.  For  the 
debt  contracted  by  the  parish,  of  course  the  parish  is 
collectively  responsible,  which  involves  unlimited  lia- 
bility on  the  part  of  every  parishioner  up  to  the  amount 
of  the  debt.  The  needs  of  different  parishes  naturally 
dift'er  according  to  circumstances.  In  1889  the  little 
village  of  Wattenweil,  having  only  140  inhabitants,  lent 
out,  4,750  francs,  the  larger  village  of  Marweil  (311 
population)  5,980  francs.  The  repayments  in  these 
two  cases  amounted  to  3,980  francs  and  4,597  francs 
respectively.  Sometimes  the  fund  raised  proves  ex- 
cessive, at  other  times  insufficient  ;  but  the  difference 
is  never  very  great.  The  village  of  Tagerweilen,  in 
the  year  mentioned,  having  a  fund  of  22,987  francs, 
found  itself  called  upon  to  grant  27,000  francs  in 
advances  ;  in  Huttlingen  the  demands  made  on  a  fund 
of    18,470  francs  amounted  to   only    17,980  francs. 

Some  few  years  ago,  when  I  was  in  Thurgau, 
there  was  in  all  about  550,000  francs  owing,  which 
may  have  stood  for  2,000  or  2,500  cows,  purchased, 
for  the  most  part,  with  borrowed  money.  Tagerweilen 
alone  had  about  600  or  650  cows  standing  to  its  credit. 
The  caisse  of  lUnau,  in  Ziirich,  which  was  newly 
established,  had  already  purchased  800  or  900  cows. 
The  consequence  is  that,  as  the  chairman  of  one  of 
these  caisses  informed  me,  three  cows  are  now  kept 
where  there  used  to  be  one.  And  the  whole  country  is 
richer  by  its  cultivators'  prosperity.  The  funds  are 
kept  in  a  state  of  equilibrium  by  moneys  coming  back_, 
and  the  losses  are  infinitesimal. 
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Industrial  Howe\er,     tlie     industrial     population     likewise     was 

Credit.  thought  to  Stand  in  need  of  additional  help.    Switzerland 

is  one  of  the  chosen  homes  of  small  trade,  the  char- 
acter of  which,  indeed,  changes,  as  large  factory  work 
edges  its  way  into  its  preserves,  but  which  neverthe- 
less as  a  whole  manages  to  hold  its  own.  Of  the 
3,500,000  of  the  total  pnpulat'on  of  Swiizerland,  some 
100,000  persons  are  now  actively  engaged  in  domestic 
industries  alone,  working  for  their  own  account  or 
else  for  that  of  some  among  themselves,  in  70,873 
little  establishments,  which,  represent  12.4  per  cent, 
of  the  entire  number  of  establishments  of  such  par- 
ticular trades.  The  industries  so  pursued  are  above 
all  things  weaving,  spinning,  embroidery  and  tailor- 
ing— with  watchmaking  (which  is  now  yielding  ground 
to  factory  work),  strawplaiting  (which  is  likewise 
giving  way),  shoemaking,  jewellery,  glovemaking,  and 
woodcarving  following.  For  this  interesting  and  pic- 
turesque class  of  industry  the  supply  of  working  capital  and 
of  facilities  for  tiding  over  bad  times,  collecting  sums  due, 
and  the  like  purposes,  are  of  the  utmost  importance. 
Co-operaiive  The  genuine  co-operative  credit  societies — whether 
registered  under  that  name  or  under  another — arp 
all  of  fairly  modern  origin.  Probably  the  Schwei- 
zerisclie  Vclksbank  [Banque  Populaue  Suisse),  which 
was  formed  forty  years  ago — and  which  will  call  for 
a  special  notice — is  the  oldest  among  them.  They 
can  scarcely  be  said  to  have  followed  the  example  of 
the  German  banks.  Only  two  amjng  them,  for  instance 
— that  of  St.  Gall  and  that  of  Thai  (in  the  same 
canton) — have  adopted  unlimited  liability.  In  the  re- 
mainder liability  is  limited,  in  many  cases  to  the  actual 
amount  of  the  share.  Some  few  really  have  no  share 
capital  at  all,  being  guaranteed  by  communes  or  philan- 
thropic institutions.  However,  generally  speaking, 
there   is  not  much  philanthropy  in  their  work.     They 
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are,  on  the  contrary,  exceedingly  businesslike — aiming, 
it  is  true,  not  at  high  profits,  but  at  absolute  security 
and  sound  business,  which  is,  perhaps,  their  most  con- 
spicuous characteristic.  Shares,  as  a  rule,  run  from 
200  to  500  francs,  but  there  are  one  or  two  banks 
with  2,000  francs  shares,  and  also  others  with  only 
10  francs  shares.  There  are  some  which  allow  a 
member  to  take  up  only  one  share  ;  others  permit 
more,  up  to — in  one  case  only — 200.  Voting  is 
usually  per  member  ;  but  one  or  two  small  banks 
have  adopted  voting  per  share.  Government  super- 
vision of  these  societies  was  extremely  lax,  and  con- 
trol became  only  nominal,  while  legislation  rested 
with  the  cantons.  Since  1883  a  Federal  law  has  placed 
the  societies  under  very  much  more  stringent  sur- 
veillance, which  has  improved  their  status,  and,  with 
it,  public  confidence  in  them.  There  is  no  kind 
of  union  among  these  banks,  and  hence,  among  other 
things,  there  are  no  statistics.  Hence,  also,  there  is  a 
considerable  variety  among  them  with  regard  to  busi- 
ness  principles   and   transactions. 

To  quote  a  few  as,  let  me  say  (without  any  intention  Tradesmen's 
of  giving  ofi'ence)  subordinate  types — there  is  the  Hand-  ^^"'^^■ 
werkerbank  of  Basel,  with  a  share  capital  of  10,000,000 
francs  and  3,450,000  francs  reserve  fund,  which  speci- 
ally studies  the  interest  of  small  trade,  and,  among 
other  things,  makes  advances  on  the  security  of  goods 
exhibited  in  the  permanent  Industrial  Exhibition  of 
that  city.  Another  society,  in  the  same  city,  the 
Gewerbebank,  has  only  1,000,000  francs  share  capital 
and  194,000  francs  reserve  fund.  It  advances  a  fair 
amount  of  money  for  building  purposes,  but  is  in  such 
business  exacting  in  respect  of  security,  which  helps 
to  make  building  transactions  sound.  There  is  a 
Gewerbekasse,  very  similar  to  the  Handwerkerbank 
named,    at    Berne,    with    only    300,000    francs    share 
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capital,  a  Volksbaiil;  at  Interlaken,  a  Bank  at  Langnau, 
which  was  originally  a  branch  of  the  "  Schweizerische 
Volksbank."  At  Geneva  there  is  the  Banque  populaire 
genevoise,  formed  in  1868,  with  1,726  members, 
2,602,150  francs  share  capital,  and  951,464  francs 
reserve  fund,  which  grants  cash  credits  freely,  ^nd 
next  the  Cooperative  genevoise^  formed  a  year  later, 
with  569  members,  462,600  francs  share  capital,  and 
112,000  francs  reserve  fund.  This  bank  allows  mem- 
bers to  draw  upon  it  at  their  pleasure  up  to  half  their 
paid-up  share  capital.  The  Kreditgenossenschaft  des 
Aargaiier  Geiverbevereins  at  Baden,  formed  only  in 
1907,  goes  further  in  this  not  over-secure  practice, 
allowing  members  to  draw  up  to  500  francs  in  respect 
of  each  paid-up  share  of  1 50  francs  held,  which  in- 
volves liability  up  to  400  francs.  The  Genossenscliafts- 
bank  of  St.  Gall,  already  mentioned  as  one  of  the  two 
only  banks  having  adopted  unlimited  liability,  is  main- 
tained by  a  "Christan-Socialist"  society  and  is — accord- 
ing to  its  programme,  published  on  the  formation  of  the 
bank  in  1905  —  "destined  to  become  the  backbone  of 
all  the  Christian-Socialist  organisation  in  Switzerland." 
To  a  great  extent  it  really  acts  as  Central  Bank  and 
endowment  fund  for  the  Raiffeisen  village  banks,  which 
have  only  quite  recently  made  their  way  into  Switzer- 
land, and  are  there,  to  a  considerable  extent,  "  run  " 
on  "  Christian-Socialist  "  lines,  under  the  guidance 
of  the  Roman  Catholic  parish  clergy.  But  it  also 
'makes  advances  to  working  men's  societies — like  M. 
Durand's  caisses  ouvrieres  in  France,  which  are  like- 
wise to  a  great  extent  led  by  the  priesthood  for  reli- 
gious and  educational  purposes.  This  bank,  though 
still  quite  young,  already  does  a  considerable  business 
on  the  security  of  a  guaranteed  capital  of  500,000 
francs.  Its  annual  turnover  amounts  to  about 
2^,000,000    francs,    and    it    has    already    accumulated 
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about  a  million  francs  of  deposits.  The  most  ambitious 
of  the  banks  at  present  spoken  of  is  the  Neiie  Kreditge- 
nossenschaft  of  Zurich,  which  was  only  formed  in  1908, 
and  proposes,  having  a  share  capital  of  only  66,500 
francs,  to  render  a  great  variety  of  services  to  the  class 
of  smaller  tradesmen  and  artisans,  assisting  them  in 
purchasing  real  property,  in  obtaining  mortgage  loans, 
in  granting  personal  credit,  and  placing  banking  facili- 
ties within  their  reach. 

However,  the  leading  specimen  of  Swiss  co-operative  The"Schwei- 
credit    institutions    is    without    question    the    Schwei-  Volksbank." 
zerische   Volksbank    {Banqae  Populaire  Suisse),  which 
within   forty   years   has    worked   itself   up   into   a  most 
commanding  position,   overspreading  the  whole   of  its 
country. 

The  Schweizerische  Volksbank  was  formed  in  1869 
with  only  fifty-three  members  to  begin  with  and  a  share 
capital  of  2,627  francs  (£105).  At  the  close  of  1909 
it  numbered  48,133  members — the  net  increase  for 
the  year  being  4,732 — with  55,775,938  francs  share 
capital,  of  which  46,906,013  francs  had  been  paid  up, 
with  8,300,000  francs  reserve  fund,  and  an  annual 
business  steadily  increasing  by  thirty  or  forty  millions 
every  year,  and  which  in  1909  stood  (on  one  side  of 
the  balance-sheet  only)  at  349,871,376  francs.  The 
bank  has  its  headquarters  at  Berne  and  maintains  four- 
teen branches  :  Geneva,  Basel,  Fribourg,  Zurich,  St. 
Gall,  Winterthur,  Montreux,  Lausanne,  Uster,  Saint 
Imier,  Tramelan,  Porrentruy,  Wetzikon,  and  Saigne- 
legier.  Its  staff  of  employees  numbers  465.  Its 
membership  is  decidedly  "  popular,"  consisting  of 
24,996  men,  22,973  women,  and  164  societies.  Among 
the  members  5,021  (1,178  women)  are  artisans  work- 
ing for  their  own  account  ;  2,442  (224  women)  are 
agricultural  cultivators  and  market  gardeners  ;  with  145 
(thirty-three   women)   assistants   or  labourers   to   com- 
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plete  the  agricultural  quota  ;    2,882    (979  women  )  are 
simple  wage -earners  ;     3,463    (711   women)  are  com- 
mercial employees  ;     1,859    (  194  women)  are  railway 
employees  ;     4,101     (496   women)   are   small   traders  ; 
1,938  (seventeen  women)  manufacturers,  architects  and 
contractors  ;     1,740    (^676  women)  are  tavern-keepers, 
jobmasters  and  cafetiers   (including  assistants)  ;    6,027 
(1,203  women  )  are  persons  of  liberal  professions  ;  and 
18,351    (  17,262  women)  are  persons  of  no  occupation. 
This    bank    is    exceedingly    businesslike    in    all    its 
transactions.       For    lending    it    favours    cash    credits, 
which  exhibit  a  marked  increase  from  year  to  year.     At 
the  close  of    1909  it  had    168,652,511    francs  so  em- 
ployed.     In   addition,    it   had   in   that   year   discounted 
bills    to    the    amount    of    287,701,852    francs,    besides 
lending  out  48,859,044  francs  in  specific  advances.    Its 
position    must    be    pronounced    thoroughly    sound.       It 
raises    its   money   partly   by   cash   balances    on   current 
accounts,  standing  at  the  close  of   1909  at   50.360,566 
francs  ;  partly  by  savings  deposits,  standing  at  the  same 
date  at  73,522.220  francs  (about  50.000.000  from  non- 
members  )  ;     partly   by   ordinary   deposits,    standing  at 
the   date   named   at    2,858,822   francs  ;     and   partly  by 
debentures  redeemable  only  upon  three  months'  notice 
given,  varying  in  rate  of  interest,  according  to  the  time 
for  which  they  are  issued,  from  3;y  to  4^  per  cent.,  and 
standing  in  all.  at  the  close  of    1908,  at    165,165,000 
francs.      The   proportion   of   its   own   capital   employed 
to  that  of  borrowed  money  stands  at  about  one  to  five, 
which  is  a  safe  ratio. 
ItsOrganisa-  ^he  organisation  of  this  bank  is  interesting,  because 

it  covers  so  large  an  area,  which  is  sometimes  a  stum- 
bling-block to  co-operative  banks.  It  is  thoroughly 
representative.  Every  branch  possesses  its  own  properly 
elected  and  responsible  Council  of  nine,  with  its  own 
chairman,  managing  director,  secretary  and  so  on,  and 
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also  its  three  censeurs,  acting  as  a  Council  of  Inspec- 
tion. At  the  head  of  all  stands  a  Council  of  thirty,  with 
fifteen  substitutes  elected,  temporarily  to  fill  vacant 
places,  supplemented  by  elected  delegates  from  the 
various  branches,  proportioned  in  number  to  the  rela- 
tive importance  of  each  branch,  the  collective  number 
of  whom  stands  at  present  at  sixty-five.  There  is  an 
executive  body  (Direction  generate),  of  course,  com- 
posed of  six  members  and  two  substitutes,  and  a 
managing  Director-General,  with  an  adequate  staff, 
who  attend  to  the  daily  business.  Thus  every  branch 
manages  its  own  local  affairs  under  the  vigilant  con- 
trol of  headquarters,  and  there  can  be  no  uncertainty 
about  the  proper  organ  to  which  to  address  oneself.  The 
branches  are  regularly — and  also  irregularly — visited 
by  the  Director-General  and  his  officers.  All  accounts 
are  reviewed  by  the  local  censeurs,  and  afterwards  come 
up  for  further  review  by  the  censeurs  at  headquarters. 
In  this  way  the  whole  organisation  is  fitly  joined  and 
compacted,  every  part  being  in  its  place  and  contri- 
buting its  share  to  the  common  work. 

The  Schweizerische  Volksbank  has  proved  an  in- i  ts  Services 
estimable  benefit  to  the  trading  and  agricultural  popu- 
lation of  Switzerland,  more  particularly  to  the  medium 
and  smaller  classes.  Its  quite  phenomenal  extension 
over  the  entire  country,  and  the  yearly  addition  to  its 
number  of  members  and  mass  of  business,  conclusively 
prove  that  it  was  wanted  and  is  appreciated.  It  has 
proved  a  godsend  to  those  small  industries  already 
referred  to,  with  whose  workshops  the  Swiss  moun- 
tainside and  valleys  bristle — watchmakers,  makers  of 
musical  boxes,  weavers,  wood-carvers,  straw-plaiters, 
basket -makers,  and  the  like.  In  its  report,  issued  for 
the  twentieth  year  of  its  existence,  the  Council  set  forth 
the  objects  which  it  has  steadily  aimed  at  from  the 
beginning. 
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"  Our  first  object,"  so  the  report  says,  "  is,  by  means 
of  the  joint  action  of  many,  to  provide  a  credit  and 
the  requisite  cash  for  small  folk  ;  our  next,  to  earn  a 
fair  profit  for  our  members  ;  and  our  last,  to  promote 
thrift,  as  a  means  of  converting  into  a  small  capita- 
list the  man  who  is  not  such  already."  There  is  very 
little  altruism  in  this  programme.  But  the  object  pur- 
sued— simple,  purely  economic,  but  very  genuine  co- 
operation— is  thoroughly  legitimate,  and  answers  a  most 
useful  purpose  in  the  economy  of  a  commonwealth. 

To  eflfect  this,  the  bank  has  made  it  its  aim,  for  the 
sake  alike  of  custom  and  of  security,  to  enlist  as  large 
an  army  of  members  as  it  possibly  can,  and  to  induce 
those  men  to  do  all  their  business  at  its  counters.  That 
is  the  dominating  idea  in  all  its  practice,  and  it  studies 
its  realisation  in  every  detail. 

The  late  M.  Yersin,  for  many  years  the  active  Direc- 
tor-General of  the  bank,  has  set  forth  the  principles 
upon  which  he  has  acted  in  the  following  precepts  : — 

"  Keep  down  your  demands  made  upon  members  in 
respect  of  instalments  ;  make  those  instalments  as 
small  as  possible  ;  for  the  lower  are  your  demands, 
the  more  '  popular  '  will  be  your  institution,  the  more 
members  will  you  attract.  If  possible  charge  no 
entrance  fee,  because  even  that  is  likely  to  be  felt 
as  a  '  tax.'  OiTer  your  members  special  advantages 
in  the  shape  of  a  rather  lower  discount  charged  on 
bills,  a  rather  higher  interest  allowed  on  deposits. 
Interest  them  in  your  work  by  every  possible  means  ; 
to  this  end  make  your  administration  thoroughly 
representative  and  democratic,  allowing  to  each  mem- 
ber a  vote,  and  one  vote  only,  whatever  be  his 
holding,  and  giving  to  each  branch  bank  full  self- 
government.  Make  people  understand  that  you  pay 
precisely  the  same  attention  to  small  business  as  to 
large.      '  Third-class  traffic  '   is,   in   the  aggregate,  the 
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safest,  the  most  remunerative,  and  the  most  constant. 
Spread  out  your  machinery,  cover  what  ground  you  can, 
multiply  banking  facilities  ;  the  more  '  popular  '  you 
make  your  institution,  the  better  will  you  succeed." 

It  speaks  well  for  the  bank  that  its  savings  depart- 
ment, in  addition  to  being  largely  employed  by  its  own 
members,  is  also  used — to  three  times  that  extent — as  a 
receptacle  for  deposits  of  non -members.  This  plainly 
shows  what  confidence  is  reposed  in  the  bank  ;  and  1 
venture  to  put  it  that  the  money  so  deposited  is  better 
employed  in  the  bank's  business  than  our  millions  sunk 
in  Consols. 

Members  are  admitted  by  election  of  the  representa- 
tive Council  of  Management,  from  whose  decision 
an  appeal  lies  to  the  General  Meeting  of  Delegates, 
should  ever  occasion  arise — which  is  not  likely  to 
happen.  The  administration  is  thoroughly  representa- 
tive. Obviously,  it  would  be  impossible  to  call  all 
the  I  1,826  members  scattered  all  over  Switzerland 
together.  But  each  siiccursale  has  its  own  constitu- 
ency, which  may  very  well  be  convened  from  time  to 
time.  For  every  hundred  members  it  is  entitled  to 
return  one  delegate  to  the  central  representative  body  ; 
and  by  this  means  a  tolerably  popular  representative 
assembly  is  constituted,  quite  large  enough  for  prac- 
tical purposes.  The  delegates  elect  a  Council,  and  the 
Council  in  their  turn  nominate  a  Board  of  Directors. 

The  share  to  be  taken  up  is  of  the  value  of  1,000 
francs.  Originally  members  were  allowed  to  pay  up 
that  amount  by  monthly  instalments  of  i  franc,  which 
gave  them  more  than  eighty  years  for  completion.  Of 
late  the  rule  has  been  modified,  and  now  at  least  25 
francs  has  to  be  paid  up  in  every  year  ;  that  still  leaves 
forty  years  for  the  process.  However,  a  member's  right 
to  use  the  bank  begins  upon  his  paying  his  first  instal- 
ment.     And,   as   a   matter   of  fact,   shares   are,   as  the 
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figures  above  quoted  show,  j)aid  uj)  in  \ery  reasonable 
time. 

Generally  sj^eaking,  the  Schweizerisclie  Volksbank  is 
careful  to  see  that  it  has  good  security  for  the  credit 
which  it  gives.  However,  under  one  aspect,  like  a 
good  many  other  co-operative  banks,  it  deviates  from 
that  golden  rule  by  permitting  members  to  borrow  on 
the  security  of  their  share  up  to  three  times  the 
amount  of  money  paid  upon  it,  therefore  in  no  case 
more  than  3,000  francs.  For  such  credit,  which  is  by 
preference  given  in  the  form  of  cash  credit,  an  accept- 
ance is  in  every  case  insisted  upon,  to  facilitate 
recovery. 
Danger  of  The  lending  upon  shares  opens  up  rather  a  troublous 

.Share"^  "P*'"  question  in  banking.  The  share  is  rather  the  member's 
bond  than  his  asset.  It  constitutes  him  a  part -pro- 
prietor in  the  bank.  But  the  bank's  security  to  its 
creditors  is  the  share,  not  in  its  own  hands,  but  in 
the  member's.  Therefore,  by  accepting  the  share  as 
a  pledge,  instead  of  strengthening  its  own  position,  in 
one  aspect  it  rather  weakens  it.  For  in  parting  with 
the  share,  it  parts  with  potential  security.  Were  the 
share  to  be  forfeited,  the  bank  would  obviously  be  so 
much  the  poorer,  and  offer  its  creditors  so  much  the 
less  security.  Accordingly,  one  is  not  surprised  to  see 
other  co-operative  banks  in  Switzerland,  though 
actually  granting  such  credit,  yet  declining  any  obliga- 
tion to  do  so,  excejjt  subject  to  their  own  judgment. 
In  practice,  indeed,  no  loss  worth  speaking  of  appears 
to  have  been  sustained  under  such  method  of  lending, 
which  has  become  a  great  favourite  with  members  and 
is  freely  resorted  to.  However,  there  is  no  blinking  the 
danger  of  abandonment  of  shares.  To  guard  against 
it,  the  Schweizerisclie  Volksbank  has  adopted  a  rule 
which  enacts  that  upon  one -fourth  of  the  members 
surrendering  or  giving  notice,  a  general  meeting  shall 
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forthwith  be  called,  to  vote  upon  the  question,  whether 
the  bank  is  to  be  liquidated  while  the  intending 
seceders  are  still  members,  or  is  to  go  on  without  them. 

Raiffeisen  banking  has  been  much  slower  in  making  Raiffeisen 
its  way  into  Switzerland.     For  a  long  time  it  has  been   Banks, 
argued  that  there  was  no  room  for  it.      Recent  facts 
have  to  some  extent  refuted  such  assumption.      How- 
ever,   Raiffeisen   banking   certainly   came   very   late   in 
the  day,  and  has  extended  only  slowly. 

Twenty  odd  years  ago,  in  1887,  some  "  Chrisrian 
Socialists,"  in  and  near  Berne,  succeeded  in  forming 
the  first  Swiss  village  bank  at  Schosshalde,  a  village 
closely  adjoining  the  federal  capital.  There  were  only 
twenty  members  to  join.  After  five  years  I  found  on  a 
visit  that  there  were  then  sixty.  All  the  work  of  the 
bank  was  then,  however,  thrown  upon  the  schoolmaster, 
who  zealously  devoted  himself  to  it.  But  it  dragged 
rather  upon  his  hands.  The  Government  of  course 
supported  the  venture — with  a  grant  of  500  francs. 
Yielding  to  the  ingrained  Swiss  predilection  for  rather 
substantial  shares,  this  society,  rather  in  the  teeth  of 
Raiffeisen  principles,  and  without  any  compulsion  by 
the  law,  fixed  the  value  of  its  shares  at  50  francs,  each 
member  to  be  limited  to  one,  in  addition  to  which  it 
collected  from  every  incoming  member  an  entrance  fee 
of  5  francs.  Its  business  does  not  appear  to  have  been 
very  considerable. 

The  next  bank  of  the  same  type  to  be  formed  was 
that  of  Zimmerwald,  in  the  organisation  of  which  the 
parish  priest  took  the  lead.  It  had  smaller  shares,  of 
only  30  francs,  in  addition  to  which  it  received  a  pro- 
portionally smaller  Government  grant,  of  only  300 
francs. 

For  a  considerable  time  these  two,  with  the  addition 
of  a  third  in,  I  forget  what  parish,  formed  the  whole 
posse   of  Raiffeisen  banks   in   Switzerland.       But   from 
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1900  forward  a  new  spirit  appears  to  have  come  into 
the  movement,  under  the  inspiration  of  Father  Traber, 
the  parish  priest  of  Bichelsee  in  Thurgau.  His  parish 
received  the  first  Raiffeisen  bank  of  the  new  depar- 
ture. The  Bichelsee  bank  was  opened  on  New  Year's 
Day,  1900.  By  1902  the  number  of  such  banks 
had  increased  to  ten,  which  combined  to  form  a  federa- 
tion. Things  then  began  to  move  rather  faster.  In 
July,  1906,  Nationalrath  Cthat  is,  Member  of  Parlia- 
ment) Jenny — undoubtedly  the  best  informed  autho- 
rity— was  in  a  position  to  report  that  there  were 
fifty-six  societies  with  3,300  members,  whose  business 
in  1905  amounted  to  13,697,000  francs.  The  federa- 
tion, acting  presumably  as  central  bank,  had  done 
3,834,000  francs  business  on  its  own  account.  In  that 
year  the  Genossenscliaftsbank  des  christlich-sozialen 
Genossenschaftsbundes,  already  mentioned,  was  formed 
at  St.  Gall,  to  a  great  extent  with  a  view  to  its  acting 
as  central  bank  and  feeder  to  the  then  rapidly  growing 
Raiffeisen  federation.  It  allows  Raiffeisen  banks  to 
draw  upon  it,  without  cover,  collectively  up  to  100,000 
francs.  By  1907  the  number  of  societies  had  increased 
to  ninety,  with  about  6,000  members,  and  a  total  business 
in  that  year  of  24,619,703  francs,  to  which  must  be 
added  the  business  of  the  federation,  amounting  to 
5,377,458  francs.  Since  then  I  understand  that  the 
number  has  risen  to  100,  ninety-four  of  which  return  for 
1908  a  members'  roll  of  6,637  and  13,327,995  francs 
business.  These  are  the  banks  in  the  federation.  But 
there  are  understood  to  be  a  few — very  few— outside. 
The  federation  banks  muster  strongest  in  German 
cantons.  In  1906  out  of  a  total  of  seventy-seven 
banks  (with  4,905  members),  as  many  as  sixty-seven 
were  in  German  cantons,  four  in  French,  five  in  mixed 
Franco-German,  and  the  remaining  one  in  the  half- 
Italian    canton     of     Grisons.       The     collective     reserve 
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funds  of  the  ninety-four  referred  to  are  returned 
as  68,026  francs.  The  central  bank  is  reported  as 
having  done  a  business  of  3,165,608  francs,  and  as 
having  carried  its  reserve  fund  to  1,005  francs.  These 
banks  are  organised  on  the  well-known  Raiffeisen  prin- 
ciples, having  only  small  shares,  on  which,  however, 
dividend  is  paid,  though  limited  to  5  per  cent.  One 
half  of  all  accruing  surplus  is  rigorously  carried  to  the 
indivisible  reserve  fund,  which,  speaking  for  the  ninety 
banks  then  existing,  had  in  1907  grown  to  98,305 
francs.  Like  the  Raiffeisen  societies  in  Germany,  these 
little  Swiss  societies  also  provide  for  their  members' 
wants  in  the  matter  of  supply  and  distribution  of  goods. 

As  must  be  plain  from  what  has  been  said,  the 
object  of  these  banks  is  at  least  to  the  same  extent 
educational  as  it  is  economic.  So  far  as  they  thrive 
they  thrive  under  the  protecting  shelter  of  the  Church 
of  Rome.  One  may  be  glad  to  see  them  increasing  in 
number  and  making  their  influence  felt.  For  Raif- 
feisen societies  never  go  anywhere  without  raising  the 
tone  of  the  rural  population,  in  addition  to  benefiting  it 
materially.  But,  as  matters  stand  at  the  present  mo- 
ment, one  must  be  hopeful  indeed  to  look  for  a  very  sub- 
stantial extension — unless,  indeed,  Raiffeisen  altruism 
were  come  to  be  subordinated  to  class  egotism,  such 
as  appears  at  present  exceedingly  active  and  is  un- 
doubtedly powerful  in  Switzerland,  as  appears  from  the 
protective  tariff'  passed  some  years  ago.  Similar  dete- 
rioration has,  to  some  extent,  been  witnessed  elsewhere, 
justifying  in  every  instance  the  old  proverb  :  corruptio 
optimi  pessima.  One  may  indeed  hope  that  the 
reverend  gentlemen  at  the  head  of  the  movement  will 
know  how  to  prevent  such  degeneration. 

As  for  the  other  co-operative  banking,  in  no  country 
should  its  teaching  be  more  welcome  and  more  atten- 
tively studied  than  in  our  own,  in  which  unquestionably 
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credit  of  the  same  kind  and  for  the  same  classes — those 
classes,  part  of  whom  ha\e  never  enjoyed  credit  at  all, 
whereas  others  have  had  it  taken  from  them  by  the 
absorption  of  local  banks  in  great  monster  concerns — 
runs  seriously  short.  The  admirably  managed  Schwei- 
zerische  Volksbank — with  its  cash  credits  and  discount's, 
its  substantial  deposits,  its  varied  and  ready  services, 
its  active  business  and  its  steady  and  increasing  growth 
— aftords,  like  the  great  co-operative  banks  of  Germany 
and  Italy,  an  example  full  of  meaning  and  stimulating 
instructiveness  for  ourselves  to  follow. 


CHAPTER    XV 
CO-OPERATIVE   CREDIT   IN   FRANCE 

France  has   a  richly   interesting  tale  to  tell   of  its  Early 
groping    for    co-operative    credit  ;    but    it    is    a    tale   .?'popufar"^ 
largely    mingled    with    disappointment.      There    is    not  Credit, 
a    country    in    which    more    research,    and   labour,    and 
money,  have  been  expended  upon  the  quest  of  a  prac- 
ticable and  effective  form  of  paper  credit  ;    and,  had 
but  the  authors  of  the  experiments  possessed  the  per- 
severance  to   go   through   with   what   they   had  begun, 
the   world    might    stand    indebted    to    them   for   highly 
valuable   and   original   forms   of  co-operation.      Unfor- 
tunately,   patience   was   just   the   one   element   lacking. 
There   has   been   start   upon   start  ;     a   restless   pushing- 
hither  and  thither  ;    a  thing  taken  up  only  to  be  laid 
down  again,  but  very  little  sustained  effort. 

The  result  is  as  astonishing  as  it  is  disappointing. 
For  a  long  time  back  popular  credit,  more  particularly 
for  the  benefit  of  agriculture,  has  been  a  favourite, 
almost  an  obsessing,  dream  in  French  minds.  The 
French  authorities  have  given  their  attention  to  it 
since  1837.  A  resolution  in  favour  of  it  was  enthu- 
siastically adopted  by  a  representative  gathering  of 
agriculturists  in  1845.  Proudhon  and  other  imagina- 
tive innovators  tried  their  hand  upon  it  at  the  time 
of  the  Revolution.  Yet  of  all  this  thinking  and  schem- 
ing nothing  has  come  till  quite  lately.  And  now  it 
is  only  an  imitation — whether  useful  or  useless  it 
remains  for  time  to  show— of  what  is  done  elsewhere, 
that   has    crowned   such   protracted   efforts. 
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What,  so  one  is  tempted  to  inquire,  is  the  cause  oF 
such  very  partial  success  ?  It  is  not,  as  the  late  Ernest 
Brelay  would  have  it,  unsuitable  laws.  Existing  laws 
are  bad,  and  confusing  ;  yet  good  organisations  man- 
age to  get  on  with  them.  It  is  not,  as  Father  de  Besse 
will  insist,  the  furia  francese,  which  spells  "  more 
haste,  worse  speed."  It  is  not  a  lack  of  national 
aptitude  :  for  upon  occasion  constraining  them,  no 
men  make  better  co-operative  bankers  than  the  French. 
It  is  want  of  trust  in  themselves,  that  fatuous  reliance 
upon  VEtat-Providence,  which  completely  paralyses  the 
individual's  arm.  Even  now,  when  popular  credit  is 
diffusing  itself  rapidly  over  the  whole  breadth  of  the 
country,  there  is  scarcely  any  self-help  in  it,  very  little 
sacrifice  of  a  few  pounds  or  a  little  responsibility  ; 
it  is  for  the  most  part  looking  up  to  the  State — very 
clamorous,  dissatisfied  looking  up,  but  nevertheless 
dependence  upon  the  State  for  favours. 

Story  of  its  Let  US   briefly  review  the  history  of  popular  credit 

Development.    -^^   France. 

The  ofhcial  mind  was  turned  to  it,  as  observed,  in 
1837.  The  year  1845  produced  a  vote  in  its  favour, 
as  applied  more  particularly  to  agriculture.  The  Revo- 
lution, stepping  rapidly  upon  the  heels  of  this  un- 
answered appreciation,  produced  a  large  crop  of  new, 
and  for  the  most  part  very  unpractical  schemes. 
Proudhon  started  his  "  People's  bank,"  which  was 
to  regenerate  mankind,  but  lasted  only  a  few  months. 
Co-operators  in  Cognac  founded  their  well-intended 
but  short-lived  Caisse  fraternelle  dii  petit  commerce. 
Lefour  elaborated  a  scheme  which  was  to  supply  the 
peasantry  with  live  stock  purchased  on  credit — some- 
thing after  the  manner  of  the  Caisses  Tliurgoviniennes* 
(Oddly  enough,  something  very  similar,  a  most  ele- 
mentary arrangement,  has  now  once  more  found  favour 

See  page  396. 
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in  the  east  of  France.)  Buchez  at  the  same  time  put 
forward  very  impressively  his  idea  of  Credit  aii  Travail. 
"  //  faiit  creer  le  credit  au  travail,  comme  on  a  cree 
le  credit  fonder,  le  credit  inobilier,  &c."  The  Assem- 
bly, half  in  response  to  this  demand,  in  the  teeth  of 
Thiers'  violent  protest  against  "  ceite  grande  folie,'' 
voted  3,000,000  francs  as  working  funds  for  national 
workshops.  It  really  seemed  as  if  among  this  exu- 
berant, although  heterogeneous,  growth  of  schemes 
something  must  come  up  that  would  last. 

But  the  Coup  d'etat  dealt  a  serious  blow  to  French 
operation.  The  productive  workshops,  which  had  in 
1849  been  started  with  public  money,  were  after  1851 
called  upon  to  repay  their  loans.  They  could  not,  of 
course,  do  so.  But  they  could  be  declared  bankrupt 
and  compelled  to  dissolve — which  was  just  what  the 
Government  desired. 

The  "  sixties  "  brought  about  a  change  for  the 
better.  Sensible  of  his  want  of  popularity,  the 
Emperor  courted  it  by  ostensibly  favouring  co-opera- 
tion. He  had  but  to  speak  the  word  to  set  a  whole 
army  of  prefects  at  work,  carrying  out  his  behests — 
in  the  wrong  way.  Some  sound  little  urban  co-opera- 
tive societies  sprang  up  at  the  same  time,  under  the 
forcing  warmth  of  such  fleeting  sunshine.  However, 
the  Emperor's  desires  were  directed  mainly  towards 
assistance  to  be  afforded  to  the  country  folk,  whose 
votes  tell  most  heavily  in  the  elections.  With  a  fair 
capital,  he  in  i860  formed  the  Societe  da  Credit  Agri-  The  Earliest 
cole,  to  deal  out  loans  on  easy  terms  and  under  proper  xg^^cole." 
safeguards  to  small  cultivators.  The  Societe  never  lost 
a  sou  by  its  agricultural  lending.  So  the  late  M. 
Josseau  has  testified  ;  and  M.  Josseau  ought  to  know. 
The  agricultural  borrowers  indeed  surprised  the  official 
administrators  by  their  honesty.  However,  there  were 
not  nearly  enough  of  them.      The  red  tape  conditions 


414  PEOPLE'S   BAXKS. 

for  borrowing  were  so  tightly  drawn  that  veiy  few 
indeed  mustered  courage  to  come  to  this  distant  and 
much  too  fine-looking  establishment.  By  1870  the 
Societe  managed  to  get  into  "  correspondence  "  with 
about  five  hundred  cultivators,  who  were  probably  large 
men.  Since  that  did  not  provide  anything  like  suffi- 
cient employment  for  its  money,  it  lent  a  huge  sum, 
208,000,000  francs,  to  the  Khedive  Ismail — and  lost  it. 

Soon  after,  the  Empress,  anxious  to  identify  her  son 
with  a  good  popular  work,  started  in  his  name  the 
Fonds  des  Prets  de  VEnfance.     The  Fonds  collapsed. 

While  this  was  going  on.  a  plain  banker,  M.  Giraud, 
gifted  with  common -sense,  managed  to  score  that 
success  in  the  Nievre  of  which  I  have  already  spoken.* 
Comptoirs  The  lesson  was  not  lost  upon  the  banking  authorities 

d'Escompte.  ^^  Paris.  To  turn  it  to  account,  the  Bank  of  France 
appointed  comptoirs  d'escompie,  consisting  of  local 
gentlemen  properly  accredited  and  considered  trust- 
worthy, whom  it  stationed  in  various  districts,  to  receive 
applications  and  negotiate  loans  with  agriculturists. 
However,  in  the  majority!  of  agricultural  districts  there 
is  little  wholesale  fattening  ;  and  so  there  was  no 
demand  for  comparatively  short-term  loans.  For  the 
small  farmers  these  pretentiously  composed  comptoirs 
dWscompte  proved  much  too  fine  and  too  strangle. 
Thus  one  more  promising  attempt  ended  in  failure. 

For  industrial  lending  the  Emperor  Napoleon  III. 
had  tried  his  hand  unsuccessfully  at  a  discount  bank 
for  co-operative  societies.  Similar  ingenious  experi- 
menting was  continued  in  the  days  of  the  Republic. 
Gambetta  in  1880  started  a  Caisse  Centrale,  to  ad- 
vance money  to  the  same  class  of  clients.  The  Caisse 
was  to  have  50,000,000  francs  of  capital,  of  which, 
however,  only  12,000,000  was  subscribed.  It  opened 
its  offices  with  a  grand  flourish  of  trumpets,  setting 
*  See  page  66. 
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up  "  Collection  Bureaus  "  in  various  suburbs,  and 
offering  its  money  freely  to  co-operative  associations. 
The  co-operative  associations — at  least,  the  solvent  ones 
— however,  would  not  accept  the  invitation,  and  in 
1887  the  CcDisse  escaped  a  collapse  only  by  throwing 
over  its  original  object,  and  converting  itself  into  an 
ordinary  business  bank. 

At  the  time  when  the  cause  of  Schulze-Delitzsch 
scored  its  first  great  triumphs  in  Germany,  co-operative 
banking  may  be  said  to  have  been  dead  in  France. 
One  curious  institution  providing  popular  credit  had  The  "Silos' 
managed  to  survive  in  the  African  dependency,  an  «f  Algiers. 
institution  tracing  its  origin  back  to  those  early  days 
when  Spain  received  its  positos,  Portugal  its  celleiros, 
and  Italy  its  monti  framentarl  and  nammari.  Algiers 
was  in  those  days  provided  by  its  Moorish  rulers  with 
a  cognate  institution  termed  silos.  The  silos  were 
originally  granaries,  but  in  course  of  time  became  con- 
verted into  credit  associations.  Some  time  ago  the 
interesting  little  People's  Bank  of  Algiers,  thoroughly 
co-operative,  but  entirely  local,  still  did  good  work 
among  its  own  members — less  than  300  in  number. 
There  were  then  also  reported  to  be  about  sixty  other 
little  popular  banks  of  the  same  type  scattered  over 
French  Africa — all  of  them  very  humble  institutions, 
small  and  unpretending,  but  thoroughly  useful  and 
genuinely  co-operative — descendants,  it  may  be,  of 
the  ancient  Moorish  silos — lending  out  among  them 
about  3,000,000  francs  annually  to  their  members. 

Apart  from  some  modest  little  associations,  resemb-  Buchez. 
ling  rather  our  Slate  Clubs  than  genuine  People's 
Banks,  that  small  cluster  of  silos  was  probably  all  of 
its  kind  existing  under  the  shadow  of  the  tricolor, 
when  the  paeans  of  triumph  raised  by  Schulze's  friends 
sent  their  echoes  across  the  Rhine.  Among  a  popula- 
tion  so   quick   to   seize  upon   new  ideas,   and  standing 
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so  much  in  need  of  popular  credit,  those  sounds  were 
bound  to  touch  a  responsive  chord,  and  to  stimulate 
to  emulation.  Buchez,  the  father  of  French  co-opera- 
tion, who  devised  for  Co-operation  the  well-known 
motto  which  Republicanism  has  since  appropriated  to 
itself — "  Liberty,  Equality,  Brotherhood  "—had  already 
familiarised  his  countrymen  with  the  idea  of  "  Credit 
to  Labour,"  proclaiming  in  words  which  seemed  to 
anticipate  Sir  R.  Morier's  dictum  already  quoted 
The  "Credit  — "  ^^  f^^^  crcer  U  Credit  au  travail,  comme  on  a  cree 
ail  Travail."  [g  credit  foficier,  le  credit  rnobilier,  &c."  Beluze, 
taking  up  the  idea  thirteen  years  later,  made  it  his 
ambition  to  acclimatise  Schulze's  creation  in  France,  at 
about  the  same  time  when  it  was  being  acclimatised  in 
Italy  and  Belgium.  In  1863  he  started  an  institution 
which  has  become  historic — his  well-known  Credit  au 
Travail — a  co-operative  banking  society,  organising  en 
commandite,  without  shares.  Such  organisation,  he 
judged,  would  enable  members  to  pay  in  an  indefinite 
amount  of  cash  by  instalments,  as  they  pleased,  and  ai 
the  same  time  it  would  protect  the  association  against 
being  taken  possession  of  by  a  few  greedy  capitalist 
shareholders.  On  the  27th  September,  1863,  when 
the  society  was  called  together,  formally  to  pass  the 
rules,  and  legally  to  constitute  itself,  there  were  172 
members,  subscribing  among  them  a  capital  of  20,100 
francs.  However,  only  4,082  francs  was  acLually  paid 
in  by  ist  October,  when  the  Credit  opened  its  doors 
for  business.  The  Credit  was  to  collect  savings  and 
deposits,  issue  long-term  bonds  at  6  per  cent,  interest 
for  terms  not  exceeding  five  years,  cash  and  discount 
bills,  grant  loans,  and  all  the  rest  of  it.  Its  success 
was  not  very  brilliant,  but  it  was  a  success  ;  and  it 
is  all  the  more  to  be  regretted  that  untoward  circum- 
stances, more  particularly  the  locking  up  of  too  much 
money   in    loans   not    readily   recoverable — followed  up 
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by  the  disastrous  war  which,  along  with  the  empire, 
swept  away  a  good  many  things  which  were  much 
better  worth  preserving — brought  this  particular  phase 
of  French  credit  co-operation  to  a  close.  While  it 
lasted,  the  Credit  an  Travail  kept  indisputably  solvent, 
and  did  very  good  work.  Its  losses  were  trifling.  It 
should  be  borne  in  mind  that  it  was  carrying  on  its 
business  under  a  Government  which,  though  outwardly 
coquetting  with  co-operation,  was  in  spirit  so  hostile 
that  in  the  very  year  in  which  the  Credit  an  Travail 
first  became  really  strong — that  is,  in  1867 — the 
Emperor  would  not  allow  Schulze  to  come  to  Paris  to 
take  part  in  a  Co-operative  Congress  at  which  he  was 
expected  as  the  hero  of  the  occasion.  By  February, 
1867,  the  Credit  au  Travail  had  increased  the  number 
of  its  members  to  1,500,  and  its  capital  to  250,000 
francs.  Its  annual  business  exceeded  10,500,000 
francs.  The  smaller  tradesmen  and  manufacturers 
speedily  learnt  to  appreciate  the  advantages  which  it 
offered,  and  gladly  availed  themselves  o"^  them.  So 
did — unfortunately,  as  it  happened — the  productive  co- 
operative societies,  not  all  of  them  sound.  It  was  they 
who  brought  the  institution  to  grief  by  failing  to  repay 
loans.  So  successful,  in  fact,  was  the  Credit  au  Travail 
held  to  be,  and  so  much  satisfying  a  genuine  want, 
that  similar  institutions,  moulded  upon  the  same  model, 
sprang  up  in  considerable  number  in  various  indus- 
trial towns  of  the  Empire — Lyons,  Lille,  Nimes,  Stras- 
bourg, Colmar,  Bordeaux,  Mulhouse,  and  elsewhere — 
though  the  Paris  institution  itself  did  a  great  deal  of 
provincial  business.  The  Lyons  Credit  au  Travail, 
founded  in  April,  1865,  with  50,000  francs  capital 
subscribed  in  500  franc  shares,  did  exceedingly  good 
business  at  a  minimum  of  cost.  The  Credit  au  Travail 
of  Lille  had  389  members,  and  a  capital  of  105,700 
francs  ;  the  Saint  Etienne  Credit  had  292  members 
P.B.  E  E 
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"  Grnupes  a 

deux  sous.'' 


and  32,000  francs.  In  Paris,  as  a  rival  institution,  the 
Caisse  d'Escompte  des  Associations  Populaires,  rose 
up,  fathered  by  Leon  Say,  besides  a  Caisse  des  Socictes 
Cooperatives,  both  being  supported  by  philanthropy 
rather  than  by  bond  fide  co-operation. 

But  concurrently  with  these  more  or  less  pretentious 
institutions  there  grew  up  in  France  an  entire  little 
host  of  small  co-operative  credit  associations,  formed 
by  working  men  for  working  men,  in  the  humblest  of 
ways,  but  on  genuinely  co-operative  lines,  and  answer- 
ing well  in  their  own  modest  sphere.  I  will  not  say 
much  of  the  infinitesimally  small  "  groupes  a  deux 
sous  "  of  Lyons,  in  which  working  men,  never  exceed- 
ing twenty,  clubbed  together  to  subscribe  their  penny 
a  week  in  order  to  be  able  to  borrow  tiny  sums  up  to 
20  francs,  repayable  at  the  rate  of  2  francs  a  month. 
The"Soci6t6  That  is  not  banking.  But  there  was  the  Societe  Mere 
Offspiing!  "^  of  Paris,  with  its  family  of  children,  some  seventy  or 
eighty,  in  and  around  Paris,  plenty  more  in  the  pro- 
vinces— in  Lille,  and  Saint  Etienne,  and  Valence,  and 
Lyons,  and  other  places — the  Socictes  du  Credit  Mutuel. 
They  were  all  small,  modest,  in  their  way  obscure. 
They  had  from  twenty-five  to  fifty  members  each, 
meeting  once  a  week  or  once  a  month  in  a  private 
workshop,  administering  their  own  funds,  doing  their 
own  work  gratuitously.  The  same  man  would  some- 
times be  president,  cashier,  and  secretary  all  in  one. 
In  the  year  1866  France  possessed  no  less  than  about 
300  such  modest  societies,  all  doing  well,  all  supply- 
ing in  a  humble  way  a  real  want,  readily  and  easily, 
at  small  cost  to  any  one.  They  levied  their  weekly 
or  monthly  subscriptions,  of  from  30  centimes  to  5 
francs,  and  dealt  with  the  money  so  provided — not 
exactly  cheaply  for  borrowers,  for  they  charged  in- 
terest at  the  rate  of  from  6  to  10  per  cent. — but  bene- 
ficially.    None  of  them  disposed  of  large  funds.     The 
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richest  held  a  capital  of  31,712  francs,  with  750  francs 
of  reserve,  in  all  £1,300.  The  majority  had  very  much 
less.  Yet  they  did  a  large  amount  of  lending,  and 
lost  almost  literally  nothing.  The  Societe  Mere  had 
in  1866  lent  out  252,223  francs  and  lost  only 
5  francs.  One  of  the  most  pretentious  societies  of 
this  sort,  established  in  the  Faubourg  Saint  Antoine, 
had  in  six  years'  business,  upon  loans  which  amounted 
to  about  6,000,000  francs,  only  two  small  losses  to 
record.  It  was  the  very  humility  of  the  thing,  the 
lively  sense  of  responsibility,  the  rigour  of  "  self- 
help,"  which  made  these  small  societies  flourish  and 
answer  their  purpose,  while  the  millionaire  enterprises 
of  an  emperor,  of  republics,  and  of  capitalist  associa- 
tions failed.  "  The  smallness  of  the  losses,"  reports 
Sir  Edwin  Egerton  in  our  Blue-Book,  "  proceeded  from 
the  members  being  well  acquainted  with  each  other  ; 
for  the  societies  were  small  though  numerous.  .  .  . 
Their  main  strength  was  in  the  mutual  confidence  from 
mutual  knowledge  of  each  other  of  their  members.'' 

All  this  useful  work  was  put  a  stop  to  by  the  war  of  Effect  of  the 
1870,  which,  entered  into  "with  a  light  heart,"  ended  ^'^^"'^°' „, 

,  o  J  Lrerman  \V  ar. 

by  leaving  millions  of  very  heavy  ones,  tearing  associa- 
tions asunder,  breaking  up  circles  and  federations,  and 
replacing  union  by  isolation.  It  is  a  thousand  pities 
that  the  good  work  of  these  little  societies  was  not 
taken  up  afresh  when  times  changed  for  the  better. 
But  by  that  time  Frenchmen  had  forgotten  the  things 
that  were  behind,  and  were  reaching  forward  to  others 
which  were  before,  more  ambitious,  and,  may  be, 
destined  to  become  more  useful. 

The  first  seed  of  this  new  crop,  wafted  across  from  influence  of 
the  fruitful  soil  cultivated  by  M.  Luzzatti,  took  root  and  the  Italian 

J  1  1         r         •  c      1         ^T     ^■  Example. 

ripened  under  the  forcing  sun  of  the  Mediterranean 
littoral.  The  French  Riviera  had  worn  the  blue  tricolor 
instead  of  the  green  for  thirty-six  years,  but  the  char- 
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acter  of  its  population  was  not  essentially  changed, 
when  Providence  selected  it,  no  doubt  in  virtue  of  in- 
herited aptness  and  old  links  with  Italy,  for  the  birth- 
place of  an  economic  moAement  new  to  France,  and 
destined  to  become  of  considerable  benefit,  repaying 
in  course  of  time  the  debt  which  it  owed  to  Italian 
example  by  sending  an  offshoot  back  across  the  fron- 
tier to  become  a  new  centre  of  propaganda  at  Bordig- 
hera.  One  little  experiment  was  first  made  on  soil 
which  had  been  French  before  ;  but  it  failed.  In  1875, 
Vigano's  First  Francesco  V'igano,  the   "father"  of  Italian  co-opera- 

Peoples  Bank  ^jqi^     j-qqJ^    [^    hand   the    formation    of    a    co-operative 
at  Cannes.  '  ^ 

bank  at  Cannes.  Cannes  wanted  such  a  bank.  The 
bank  founded  by  Vigano  grew  up  promisingly,  but  after 
a  little  time  became  a  profit-mongering  joint-stock 
undertaking.  The  lesson  taught  is  an  old  and  familiar 
one.  It  is  not  enough  to  found  a  People's  Bank.  You 
must  watch  and  look  after  it. 

The  Banque  More   satisfactory  work   was   in   store   for   Mentone. 

Popuiaireof     Whatever  French  annexation  may  have  done  for  that 

Menlone.  •' 

little  settlement,  its  occupation  by  the  English  has  cer- 
tainly made  a  more  prosperous  place  of  it.  It  used  to 
be  a  quiet  country  town,  living  upon  the  produce  of 
the  surrounding  olive  gardens,  lemon  groves,  and 
flower  beds.  The  advent  of  English  visitors  put  new 
life  into  the  place,  and  practically  turned  nearly  every 
one  among  the  9,000  population  into  a  speculator, 
building  hotels  and  houses  for  visitors  to  live  in,  and 
laying  out  terraces  and  roads  and  gardens,  for  which 
nothing  but  credit  could  provide  the  funds.  In  1882, 
one  of  the  six  joint-stock  banks  existing  in  the  town, 
having  lent  out  its  money  too  recklessly,  failed  with 
2,000,000  francs  of  deficit.  The  little  community 
found  itself  thrown  into  a  state  of  consternation.  No- 
body knew  whom  to  trust,  or  to  whom  to  turn  for 
credit.     M.  Palmaro  and  a  few  more  of  the  older  resi- 
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dents  kept  cool  heads  upon  their  shoulders,  and  at  once 
summoned  a  town's  meeting  to  consider  the  condition 
of  affairs.     A  proposal  was  made  to  form  a  People's 
Bank,  after  the  example  of  the  Italian  banche  popolari. 
It  was  agreed  that  the  thing  should  be  done  if  20^000 
francs  was  subscribed.     People  had  learnt  so  painful  a 
lesson  of  joint -stock  banking  that  every  one  jumped  at 
the  proposal.      By  the    i8th  February,    1883,    150,000 
francs  was   subscribed.      According  to  the  resolutions 
adopted,   only    100,000  francs   could  be  allotted.      On 
9th  April  accordingly  the  new  bank  opened  its  office 
doors,   in  the  most  modest  of  ways.      Its  office  was  a 
little  room,  taken  at  a  half-yearly  rent  of  200  francs. 
The   furniture   was   of  the  scantiest  and  the   cheapest. 
The    management    expenses    were    kept    down    to    625 
francs  a  month.     But  the  bank  buckled  to  its  work  in 
good    workmanlike    style,    and,    to    create    confidence, 
posted  its  balance-sheet  outside  its  door  every  evening. 
Before  the   year  was   out  business   had  assumed  such 
considerable   proportions   that   it   became   necessary   to 
double  the  capital.     At  the  present  time  the  capital  of 
the  bank  stands  at  591,700  francs,  held  by  982  mem- 
bers in  100  francs  shares,  on  which  now  a  premium  is 
charged,    with    204,454    francs    of    reserv^e    fund    laid 
up*  ;     in   spite   of  very  keen   competition  forced  upon 
the  bank  by  branches  of  the   "  Credit  Lyonnais,"  the 
"  Societe    Generale  "     and     the    "  Comptoir    National 
d'Escompte,"  which  have  established  themselves  in  the 
locality,    the    annual    business    figures    at    81,689,091 
francs,  which  is  nearly  double  what  it  was  in  1896.     It 
maintains  branches  at  Monte  Carlo  and  Beaulieu,  and 
has  just  established  a  third  at  Bordighera.     It  grants 
credit  in  a  variety  of  ways.     The  method  most  lately 
added  is  cash  credit,  which,  with  an  annual  business  of 

*  My  figures  are  taken  from  the  last  balance-sheet,  for  the  year 
closing  on  30th  June,  1909. 
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nearly  17,000,000  francs,  has  already  in  magnitude 
surpassed  the  old-fashioned  credit  on  securities.  In 
addition  to  promoting  provident  institutions  of  various 
kinds,  the  bank  actively  studies  instruction  in  thrift,  so 
as  to  teach  Frenchmen  to  become  the  guardians  of  their 
own  savings.  On  30th  June,  1909,  the  savings 
deposits  in  its  charge  amounted  to  306,1 15  francs.  Not 
content  with  becoming  virtually  the  Caisse  regionale 
of  agricultural  banks  of  its  department,  under  the 
Ministry  of  Agriculture— supplying  both  the  ofhce  and 
the  executive  officers  for  such  Caisse — it  has  gathered 
around  itself  the  majority  of  the  other  co-operative 
banks  in  the  department,  of  both  the  Luzzatti  and  the 
adapted  Raififeisen  type,  in  a  Groiipc  dcpartemental, 
which  has  become  a  union  of  inspection  and  propa- 
ganda, as  well  as  of  discussion  and  comparing  of 
notes,  representing  a  membership  of  about  2,750, 
and  banks  doing  an  annual  business  of  92,500,000 
francs,  with  42,008,307  francs  annually  dealt  out  in 
advances. 

There  can  be  no  doubt  that  the  bank  has  been  amply 
successful — successful  in  a  way  that  ought  to  be  highly 
interesting  to  us,  with  our  convenient  banker's  credit 
from  ordinary  banks  practically  gone. 

It  is  solvent  ;  it  keeps  growing  ;  it  enjoys  the  con- 
fidence of  its  customers  and  the  banking  world  ;  it  has 
become  an  example  in  France  for  other  banks  to 
imitate.  It  is  also  co-operati\e.  Its  customers  are 
for  the  most  part  its  shareholders.  It  studies  "  ser- 
vice "  as  well  as  "  business,"  dealing  with  the  small 
men  on  the  same  terms  as  with  the  wealthy  ;  avoiding 
risk  ;  limiting  its  dividend  to  shareholders,  and  sharing 
profits — with  its  employees.  It  also  renders  very  useful 
service  to  the  co-operative  banking  movement  in  train- 
ing managers  for  smaller  banks  as  a  regular  practice 
in  its  office.     Nevertheless  there  is  something  about  it 
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which  seems,  to  our  British  minds,  a  little  against  it. 
The  working-class  element  is  only  very  sparingly  re- 
presented upon  its  members'  roll.  By  the  side  of 
sixty-one  hotel -keepers — we  know  what  Mentone  hotels 
are — fifty -one  entrepreneurs,  thirty -five  grocers,  and 
109  general  traders,  there  are  among  its  975  members 
(according  to  the  report  for  1909)  only  very  few  arti- 
sans and  working-men.  And  on  my  inquiries  in  the 
town,  some  years  ago,  I  found  that  among  small  folk 
there  was  some  prejudice  against  the  bank.  It  was 
thought  to  be  too  "  mighty  fine  "  for  them.  It  seemed 
intended  for  des  messieurs.  There  were  the  wealthy 
hotel -keepers  coming  to  deposit  their  bordereaux,  the 
entrepreneurs,  and  all  that  class  of  people  ;  and,  in 
addition,  faultlessly  clothed  foreigners.  For  there  are 
notices  up  in  the  bank,  printed  in  four  dift'erent  lan- 
guages, stating  that  "  circular  notes  are  cashed  and 
foreign  money  is  exchanged  here."  Linen  blouses  and 
broad-cloth  frock-coats  do  not  willingly  rub  shoulders 
even  in  republican  France.  However,  the  supposition 
that  the  small  men  would  meet  with  less  attention  than 
the  wealthy,  that  the  former  would  be  treated  dift'erently 
in  the  general  meeting  or  on  the  committee  than  the 
latter,  and  that  a  large  stake  in  shares  is  demanded  of 
members,  is  of  course  completely  unfounded.  It  also 
deserves  to  be  borne  in  mind  that  the  bank  was  ori- 
ginally formed  by  middle -class  people  for  middle -class 
purposes.  It  was  to  replace  the  old  collapsed  private 
bank  on  a  safer  basis.  And  that  it  has  done,  while 
adding  at  the  same  time  the  "  popular  "  side  of  bank- 
ing, by  which  small  folk  benefit,  whereas  such  service 
was  entirely  denied  to  them  previously.  Therefore  on 
such  score  no  fault  whatever  is  to  be  found  with  the 
Bank  of  Mentone. 

Whatever    be    thought    of    the    Bank    of    Mentone 's 
"  popular  "  character,  in  the  development  of  French  co- 
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operative  banking  that  bank  occupies  a  very  distin- 
guished position.  In  general,  it  has  become  the  French 
standard  institution  of  its  kind.  Whatever  other  co- 
operative banks  exist  in  France  are  formed  in  imita- 
tion of  it. 

The  pity  is  that  there  are  so  few.  It  is  truly  morti- 
fying to  contemplate  that,  in  spite  of  undoubted  suc- 
cess, after  twenty -six  years  of  steady  and  active  pro- 
paganda, there  should  be  no  more  than  twenty-two 
banks  of  the  kind  in  all  established  in  France,  and  only 
The  Banquc  two  of  these — Mentonc  and  Lorient* — which  latter  has 
LDmnt"^'^  rather  outstripped  its  older  sister  in  the  amount  of 
business  done — of  any  business  pretensions.  All  the 
glowing  eloquence  of  M.  Eugene  Rostand,  and  of 
Father  Ludovic  de  Besse,  all  those  annual  congresses 
of  which  M.  Rostand  has  made  it  a  boast  that  none  has 
ever  been  held  which  has  not  left  its  mark  behind  in 
the  foundation  of  a  new  local  bank,  not  all  that  writing, 
speaking,  stumping,  agitating,  which  seemed  at  the 
time  irresistible,  have  brought  about  fully  satisfactory 
results.  The  Credit  populaire  urbain,  as  it  has  been 
called,  remains  on  the  whole,  as  a  movement,  a  failure  ; 
and,  even  under  the  authority  of  the  Centre  Federatij, 

*  The  Co-operative  Bank  of  Lorient  was  formed  in  1898,  the 
occasion  for  its  formation  being  the  removal  of  the  one  only  banker 
who  had  carried  on  business  in  that  active  seaport  town  witli  about 
45,000  inhabitants,  to  Mentone's  12,000.  This  bank  is  modelled  upon 
that  of  Mentone,  but  its  business  is  of  an  essentially  different  type, 
owing  to  the  difference  of  environment.  It  acts  mostly  for  the  pre- 
servers of  articles  of  food,  such  as  sardines,  and  the  seafaring  popula- 
tion of  the  two  departments  of  .Morbihan  and  P'inisterre.  At  the  close 
of  1908  the  number  of  its  shareholders  amounted  to  701,  holding 
among  them  1,000,000  francs  in  10  franc  shares,  issued,  in  considera- 
tion of  142,868  francs  reserve  funds  accumulated,  at  2.50  francs 
premium.  The  entire  turnover  amounted  in  190S  to  97,646,038  francs. 
There  had  been  nearly  43,000,000  francs  advanced  in  discounts, 
1,036,033  francs  in  cash  credits,  381,518  francs  otherwise.  The 
dividend  paid  on  shares  was  5  per  cent. 
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rural  or  agricultural  credit,  which  was  at  first  eyed  a 
little  askance  in  that  quarter,  has  become  out  and  out 
the  ruling  form  of  credit. 

And  yet  there  can  be  no  question  that  France  needs 
co-operative  credit  of  the  industrial  type  as  much  as 
did  Italy  when  M.  Luzzatti  began  his  beneficent  work. 
Its  non-co-operative  banks,  it  is  true,  are  better 
organised  and  more  up-to-date  than  were  Italian  at 
the  time  spoken  of.  I\I.  Luzzatti 's  almost  magically 
electrifying  and  convincing  propaganda  cannot  of 
course  be  reproduced  at  will.  But  the  main  cause 
of  failure  after  all  is  that  old  French  habit  of  relying 
upon  someone  else  rather  than  upon  oneself,  that  easy- 
going way  which  will  not  put  itself  out  for  the  sake  of 
doing  a  little  better.  The  Sibylline  books  have  been 
oft'ered  and  have  not  been  taken.  The  higher  price  is 
in  consequence  paid  to  non-co-operative  bankers.  In 
default  of  co-operative  banks  we  see  people  clamouring 
for  the  Austrian  postal  cheque  system,  which  means 
banking  by  the  State  at  a  huge  profit  taken  from  the 
customers.  But  industrial  co-operative  banking  has 
remained  almost  a  blank. 

There  is  an  altogether  different  tale  to  tell  when  we  Agricultural 
turn  to  agricultural  credit.  On  that  particular  ground 
— the  chosen  hunting-ground  for  inventive  co-opera- 
tive fancy  in  France  since  the  earlier  half  of  the  past 
century — necessity  powerfully  impelled  the  people  in- 
terested to  action  ;  and  additional  inducements  have  not 
been  wanting  to  stimulate  their  zeal.  France,  with  its 
close  upon  six  millions  of  distihct  agricultural  pro- 
perties, of  which  about  half  measure  under  25  acres 
apiece,  unquestionably  stood  in  need  of  agricultural 
credit.  Its  agriculture  was  backward,  in  large  part 
admittedly  owing  to  the  lack  of  working  capital.  "  We 
still  live  in  the  era  of  the  old  Roman  plough  "  ;  that  is 
what  the  representative  of  the  Ministry  of  Agriculture 
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in  the  famed,  fertile,  Lauragais,  the  original  "  Cock- 
aigne," remarked  to  me  in  1893.  The  want  of 
funds  indeed  stared  every  intelligent  observer  in  the 
face.  In  the  east  peasants  could  not  even  manage  to 
stock  their  little  farms  with  their  own  cattle.  They 
were  driven  to  borrowing  beasts  from  usurers,  by  the 
antiquated  practice  of  cheptel  lending,  which,  at  a 
profit  of  20  or  30  per  cent,  to  the  lender,  provides  the 
peasant  with  beasts  to  till  and  manure  his  ground  and 
to  fill  his  pail,  but  keeps  all  the  fat  for  the  capitalist. 
Under  this  system  the  small  capitalist  supplies  the 
cow  or  whatever  the  beast  may  be — as  a  rule  it  is  a 
cow — for  three  years,  during  which  time  the  hirer  is 
required  to  feed  it  and  pay  a  heavy  insurance  premium 
upon  it. 

Pioneered  by  Professor  Tanviray  in  1883,  the  agri- 
cultural syndicates — which  have  since  multiplied  to 
about  4,000 — came  on  the  scene  with  their  lessons  of 
collective  buying,  selling,  working  and  higher  farming. 
The  "  old  Roman  plough  "  would  no  longer  suffice  for 
French  agriculture.  Implements  and  machinery  of 
modern  type  were  called  for.  The  sale  of  artificial  fer- 
tilisers went  up  by  leaps  and  bounds— and  concurrently 
the  price  of  such  commodities  came  down.  The  dif- 
ference in  price  between  now  and  then  is  calculated  as 
amounting  to  no  less  than  50  per  cent.  ;  and  yet 
dealers  own  themselves  contented  with  the  change, 
because  the  consumption  has  increased  in  a  much 
larger  proportion.  Plowever,  for  all  such  beneficent 
improvements  money*  was  required.  And  money  was 
a  commodity  which  mere  combination  could  not  at 
once  secure.  There  was  known  to  be  plenty  of  money 
in  the  country— money  waiting  for  employment — par- 
ticularly in  the  country  districts.  In  such  districts 
much  was  stowed  away  in  the  famous  bas-dc-lainc, 
under     beds,     under     the     thatch     and     elsewhere,     in 
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unknown  quantities.     But  it  was  not  where  it  was  most 
wanted,  that  is,  in  the  cultivator's  hands. 

Various  expedients  were  tried  in  a  haphazard,  grop-  Early 
ing  sort  of  way  to  get  it  there.  The  French  had  of  ^•'^P^in^enis. 
course  heard  of  Raiffeisen  and  his  astounding  doings, 
and  were  eager  to  obtain  similar  results.  But  they 
did  not  yet  know  his  secret.  That  is  not  to  be  learnt,  as 
some  among  ourselves  would  do  well  to  realise,  simply 
by  reading  a  flowery  speech  of  M.  Meline's  and  trans- 
lating it  into  English.  As  in  times  past,  as  in  the 
cases  of  Louis  Napoleon's  Credit  Agricole,  and  of  the 
Bank  of  France's  comptoirs  agricoles,  people  in  their 
ignorance  looked  for  money  first,  and  for  money 
coming  from  a  big  hoard.  At  Poligny,  in  the  Franche 
Comte,  a  benevolent  wealthy  timber-merchant  offered 
to  provide  some  money  and  the  office  and  office 
work.  He  was  also  willing  to  guarantee  4  per  cent, 
interest  on  deposits — for  he  was  shrewd  enough  to 
perceive  that  more  than  his  own  advances  would  be 
required.  In  Genlis,  in  Burgundy — where  the  sugges- 
tion of  agricultural  co-operative  credit  is  said  to  have 
been  first  formulated  as  long  ago  as  in  1840 — a 
generous  landlord  handed  over  to  his  local  syndicate 
£500  worth  of  bonds  to  pledge  with  the  banker  for 
raising  money.  He  has  assured  me  that  he  has  not  lost 
by  it.  Elsewhere  some  kind  country  gentry  provided 
agricultural  machinery,  at  their  own  expense,  to  lend 
out,  in  some  cases  free  of  charge,  to  members  of  their 
syndicate.  In  this  way  the  late  Count  de  la  Bouillerie 
did  much  for  the  small  peasantry  of  Anjou  in  respect  of 
thrashing  machines.  In  Lyons  the  great  savings  bank, 
the  second  largest  in  the  country,  offered  to  advance, 
out  of  its  abundant  capital,  £2  for  every  £1  that  mem- 
bers might  subscribe  in  the  shape  of  share  capital  in 
rural  credit  societies  to  be  formed  under  its  own  rules, 
if  engaging  to  lodge  all  their  deposits  with  itself  and 
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to  go  into  debt  with  no  other  financial  institution.  In 
numbers  of  agricuhural  syndicates  wealthy  people  be- 
came membres  fondateurs  or  societaires,  that  is,  they 
provided  the  money  and  undertook  the  main  manage- 
ment, without  claiming  any  right  to  borrow,  for  the 
benefit  of  cultivating  small  holders,  membres  effectifs, 
who  were  to  borrow  the  rich  men's  money,  and  to  make 
themselves  liable,  but  not  to  govern.  This  arrangement 
appears  to  have  commended  itself  particularly  to  some 
well-meaning  wealthy  people  also  on  this  side  of  the 
Channel.  But  it  has  not  yielded  satisfactory  results. 
It  is  the  very  antipodes  of  the  Raiffeisen  system, 
under  which  wealthy  members  place  themselves  on 
precisely  the  same  footing  as  poor,  and  occasionally 
even  serve  as  bellwethers  to  teach  the  shy  poor  people 
how  to  borrow.  In  not  a  few  credit  societies  in  France 
it  is  now  just  the  wealthy  members  who  are  of  valuable 
service  to  the  cause,  accepting  unlimited  liability,  but 
leaving  the  rank  and  file  unpledged.  By  the  side  of  such 
patronising  societies  there  were  others,  where  borrowing 
from  the  syndicate  really  meant  obtaining  a  collective 
endorsement  to  a  bill  which,  in  consequence,  banks 
would  discount.  There  were  other  societies  which  fur- 
nished advances  "  in  kind."  That  applied  more  parti- 
cularly to  loans  of  cattle,  and  seems  to  have  been  bor- 
rowed from  the  Caisses  Thurgoviniennes,  in  which  it 
is  the  parish  which  raises  and  advances  the  money.  A 
member  was  allowed  to  select  a  cow  at  the  fair,  the 
veterinary  surgeon  of  the  society  assisting  him  in  his 
choice.  The  beast,  however,  became  the  property  of 
the  syndicate,  which  paid  for  it  and  legally  remained 
its  owner  till  all  the  instalments  were  paid.  And  there 
were  also  some  fully  democratic  societies,  like  that  at 
Auxerre,  the  secretary  of  which  declared  to  me  :  "  nous 
sommcs  une  vrale  petite  republique ."' 

All   this   was   mere   elementary  groping  and   feeling 
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one's  way.  Nobody  quite  understood  how  to  do  the 
thing.  There  was  no  chart  to  sail  by  ;  there  was  no 
real  union  of  effort. 

The  credit  of  having  brought  down  the  life-giving  Raiffeisenism. 
spark  from  the  Rhenish  Olympus  and  having  fami- 
liarised Frenchmen  with  the  system  of  Raiffeisen,  whose 
principles  in  a  more  or  less  pure  form  now  dominate 
this  entire  domain,  is  due  to  M.  Louis  Durand,  of  Lyons,  Louis  Dmand. 
who  has  become  the  chairman  of  an  important  union 
of  rural  banks — real  "  village  banks  "  of  the  genuine 
Raiffeisen  type,  which,  in  a  manner,  serve  as  standard 
for  agricultural  credit  co-operation  in  France.  The 
Government,  and  some  individuals,  have  been  glad  to 
learn  from  M.  Durand,  and  from  time  to  time  to 
appeal  to  his  judgment.  But  they  have  not  generally 
accepted  his  teaching  in  full.  The  reason  is  that 
M.  Durand  holds  staunchly  by  the  Vatican.  He  is  a 
Raiffeisenist  to  the  finger-tips.  But  for  that  very  reason 
he  looks  upon  Raiffeisenism  as  something  more  than  an 
economic  theory  or  a  financial  convenience  ;  he  detects 
beneath  its  earthen  crust  a  religious  flame  ;  and,  being 
a  pronounced  Roman  Catholic,  he  very  naturally  looks 
upon  religion  as  identical  with  Romanism.  Not  that 
he  rejects  people  of  other  creeds.  In  the  Cevennes  dis- 
trict, where  Protestantism  is  the  ruling  faith,  there  are 
societies  of  his  Union  composed  entirely  or  in  part  of 
declared  Protestants.  But  Christian  belief,  a  high 
religious  aim,  a  moral  conception  of  co-operation  by 
the  side  of  the  economic  (on  which  he  is  fully  ortho- 
dox), M.  Durand  insists  upon  as  of  the  essence  of  the 
matter.  Unfortunately  in  France,  \'atican  and  Govern- 
ment, Catholicism  and  popular  sentiment  are  at  issue 
with  one  another,  and  M.  Durand  probably  detests  the 
Government  and  the  republicanism  of  the  present  day 
quite  as  heartily  as  the  Government,  in  its  turn,  dis- 
trusts, and  the  anti -Catholic  portion  of  the  public  con- 
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demns,  Ultra -montanism.  Accordingly,  peace  is  for 
the  moment  impossible  between  the  two.  The  Govern- 
ment will  not  recognise  M.  Durand's  caisses — except  in 
a  very  small  union — as  entitled  to  State  benefits  ;  and 
on  the  other  side  holes  are  continually  being  picked  in 
whatever  the  Government  may  be  doing.  Thus  it  comes 
about  that  M.  Durand's  apostolate  has  run  anything 
but  a  smooth  course,  and  that  in  the  end  the  Govern- 
ment, though  evidently  accepting  Raiffeisenism  as  its 
general  guide,  has  elected  to  strike  out  an  independent 
path. 

However,  about  1890,  when  M.  Durand  first  entered 
upon  the  scene,  there  was  only  one  system  of  rural  co- 
operative credit  believed  in,  and  so  for  a  time  M. 
Durand  absolutely  held  the  field.  Herr  Haas'  system 
was  still  unknown,  and  the  State -endowed  intended 
"  universal  provider,"  that  is,  the  Prussian  Central 
Bank,  was  not  yet  thought  of.  M.  Bouvet  and  the 
early  pioneers  have  admitted  to  me  the  superiority  of 
the  Raiffeisen  system  to  their  own.  The  Centre  Fede- 
ratif  du  Credit  Populaire,  a  society  formed  for  the 
propaganda  of  co-operative  credit  in  France,  gladly 
enrolled  M.  Durand  among  its  leading  members  and 
made  him  a  vice-president,  inscribing  Raiffeisenism 
upon  its  banner,  although  below  the  more  favoured  sys- 
tem of  M.  Luzzatti.  And  even  when,  owing  to  a  differ- 
ence of  opinion,  M.  Durand  seceded  from  that  body, 
and  took  to  pursuing  an  independent  course — with  un- 
questionable success,  for  a  time  stamping  village  banks 
out  of  the  soil  as  Pompey  did  legions — the  Centre 
Fedcratif  would  not  by  any  means  cast  off  its  Raif- 
feisenist  creed,  by  the  help  of  which  indeed  it  has  in 
the  end  secured  its  greatest  triumphs . 

M.  Durand's  caisses  rurales  et  ouvrieres  are  abso- 
lutely faithful  reproductions  of  Raiffeisen's  Darle- 
henskassenvereine — with     unlimited     liability,    without 
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either  shares,  dividends  or  other  pickings,  or  remunera- 
tion of  any  kind,  restricted  to  small  districts,  in  which 
they  work  in  their  own  humble  way,  and  making 
the  reserve  fund  common  indivisible  property.  Of 
their  success  there  can  be  no  question — more  par- 
ticularly with  respect  to  this  point,  the  great  desidera- 
tum of  co-operative  banks  :  that  they  have  effectively 
managed  to  attract  deposits  from  those  sterilising 
"  worsted  stockings  "  in  quite  sufficient  volume  to  keep 
their  till  always  adequately  filled,  so  as  to  be  able  to 
satisfy  all  demands.  In  addition  they  have  been  able  to 
•  maintain  a  steady  and  cheap  rate  of  interest,  cheaper 
in  times  of  trial  (as  in  the  crisis  of  1907)  than  their 
rivals,  for  whose  use  the  State  provides  money  by  the 
million  (of  francs)  absolutely  free  of  interest.  They 
have  spread  pretty  well,  though  thinly,  all  over  France. 
There  have  been  about  1,900  actually  formed.  How- 
ever of  that  number  more  than  half  were  ruthlessly 
swept  away  by  an  adverse  interpretation  of  the  law. 
The  laws  governing  co-operative  credit  societies  in 
France  are  in  so  confused  a  state  as  to  constitute  a 
veritable  enigma  even  to  the  learned.  Under  such 
circumstances  the  Government  generally  has  its  own 
way.  At  the  present  time  there  are  only  about  800 
'caisses  of  this  kind  in  existence.  Of  these,  owing 
to  the  illness  of  two  inspectors,  only  549  furnished 
returns  for  the  financial  year  1907,  which  is  the  last 
at  present  reported  upon.  Those  549  had  among 
them  only  21,943  members,  which  is  just  about  forty 
members  per  bank.  They  are  accordingly  all  more 
or  less  small.  The  collective  deposits,  however,  stood 
at  7,017,195  francs,  that  is,  about  320  francs  per  mem- 
ber, and  nearly  1,200  francs  per  depositor  (5,877 
depositors).  The  assets,  including  reserve  funds  and 
outstanding  claims,  are  returned  as  7,669,818  francs. 
The   losses    sustained   amounted    to    only    948    francs  ; 
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but  there  were  thirteen  items,  representing  collectively 
3,762  francs,  classed  as  "  doubtful."  The  annual 
turnover  amounted  to  13,076,211  francs;  the  profits 
netted  to  35,788  francs.  All  these  figures  mark  an 
advance  upon  those  of  1905  and  1906.  And  for  the 
size  of  the  Union,  which  one  could  wish  magnified, 
that  certainly  appears  a  satisfactory  record. 

Undoubtedly  the  Union  does  not  represent  a  large 
population.  But  it  has  shown  itself  thoroughly  self- 
reliant,  which  is  the  secret  of  its  strength  and  also 
its  particular  distinction.  Among  its  working  funds 
there  is  only  an  altogether  tri^iing  sum  advanced  by 
the  State  to  some  favoured  societies.  I  am  not  in  a 
position  to  give  the  precise  amount  ;  for  in  the  balance- 
sheet  it  is  lumped  together  with  advances  from  the 
banks'  own  Central  Banks,  which  are  entirely  indepen- 
dent institutions,  mere  balancing  centres,  in  which  the 
excess  of  one  bank  is  made  to  equalise  the  deficiency 
of  the  other.  These  banks  do  anything  but  encourage 
borrowing  from  themselves.  Quite  the  reverse,  they 
urge  local  banks  not  to  borrow,  but  to  rely  mainly  upon 
their  own  resources.  M.  Durand  himself  has  pro- 
nounced a  local  bank  in  debt  to  a  Central  Bank  to  be, 
figuratively  speaking,  "  in  hospital."  The  State  has  ex- 
cluded M.  Durand's  banks  from  the  benefits  of  the 
State -endowed  Credit  Agrlcole,  the  meaning  of  which 
I  shall  still  have  to  explain.  It  is  ostensibly  a  ques- 
tion of  law.  As  it  happens,  aid  from  the  outside  appears 
to  be  altogether  dispensable.  For  M.  Durand  has  told 
me  that  whenever  one  or  other  of  his  Central  Banks 
(central  for  a  district)  is  in  want  of  money,  it  need 
only  issue  a  notice,  to  receive  within  a  few  days  from 
its  local  banks  more  deposits  than  it  cares  to  have. 
Causes  of  its  The  results  obtained  do  not,  as  observed,  bulk  very 

Success.  large.      But   they  are  excellent  in  kind.      And  it  may 

be  well  to  inquire  to  what  causes  they  are  due. 
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The  first  cause  to  be  noted — in  comparison  with  what 
is  to  follow — is  that,  proceeding  on  sound  economic 
lines,  M.  Durand  has  built  up  his  fabric  systematically 
from  the  bottom  to  the  top.  Every  bank  of  his  stands, 
so  to  speak,  on  its  own  foundaton.  Every  new  erec- 
tion set  up  finds  a  solid  wall  of  bricks  to  rest  upon. 
Were  it  to  be  removed,  the  rest  of  the  fabric  would  in 
no  wise  suffer. 

In  the  second  place,  true  to  the  Raiffeisen  principle, 
M.  Durand  has  begun,  not  with  money,  but  with 
security.  He  has  made  it  a  necessity  for  each  bank, 
if  it  would  exist,  to  provide  sufficient  security  to  justify 
people  in  trusting  it.  There  are  no  shares,  but  there 
is  unlimited  liability,  and  that  compels  people  to  be 
careful  in  the  choice  of  their  members,  in  the  selec- 
tion of  their  officers,  in  the  management  of  their 
business,  in  the  inquiry  into  security  tendered,  and  the 
rest  of  it.  It  also  constitutes  an  absolutely  sufficient 
pledge  to  the  depositor  or  lender  ;  for  the  security  offered 
by  the  society  is  many  times  more  than  what  is  bor- 
rowed upon  it.  All  this  is  made,  not  a  matter  of 
choice  or  of  preference,  but  a  question  of  constraining 
necessity.  The  result  is  that  money  has  not  had 
to  be  asked  for.  It  has  come  of  its  own  accord. 
The  "  worsted  stockings  "  have  given  forth  their 
contents.  M.  Durand  assures  me  that  it  is  not  the 
"  Catholic  aristocracy  "  who  have  lined  the  purse  of 
the  banks.  It  is  humble  people  who  have  brought  the 
cash. 

Proceeding^  further,  the  advantages  secured  by  the 
independence  of  these  banks  are  to  be  seen  in  this, 
that,  just  as  they  may  exclude  whomever  they  please,  the 
banks  may  also  elect  whom  they  like.  The  Govern- 
ment-favoured banks,  which  I  shall  still  have  to  speak 
of,  are  by  law  precluded  from  electing  any  members 
except    "agriculturists,"    and    from    lending    for    any 
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except  strictly  "agricultural"  uses.  The  tradesman 
or  artisan  who  wishes  to  benefit  by  their  ministrations 
may  do  so  only  in  so  far  as  he  happens  to  be  at  the 
same  time  also  an  "  agriculturist  " — that  is,  he  may 
borrow  for  distinctly  agricultural  purposes,  not  other- 
wise. The  money  comes  in  part  from  him  as  a  tax- 
payer, but  it  may  not  go  to  him  as  a  borrower.  That 
is  meat  for  his  master.  M.  Durand's  banks  are  free 
to  receive  anyone  within  their  own  district  whom  they 
feel  disposed  to  trust  ;  and  they  may  lend  to  him  for 
any  purpose  that  they  approve.  They  are  an  institu- 
tion for  the  people,  not  for  a  class.  In  the  same  way 
they  are  free  to  lend  for  any  length  of  time  that  they 
may  consider  justified.  We  shall  see  how  very 
differently  situated  are  the  banks  formed  under  Govern- 
ment patronage.  M.  Durand's  banks  may  advance 
money  for  housing  purposes,  for  drainage,  irrigation 
and  other  permanent  improvements,  for  the  purchase 
of  land,  and  even  on  mortgage.  Lending  on  mort- 
gages, which  locks  up  money,  is,  of  course,  not  by  any 
means  an  ideal  practice,  and  should,  generally  speak- 
ing, be  discountenanced.  But  there  are  instances  in 
which  to  a  small  extent  it  may  be  judged  legitimate, 
provided  that  the  bank  is  generally  well  supplied  with 
cash.  Such  an  instance  is  that  of  M.  Durand.  The 
French  peasantry  cannot,  as  a  rule,  go  for  their  com- 
paratively paltry  loans  to  the  Credit  Fonder  or  any 
other  big  capitalist  institution,  for  which  the  rate  of 
interest  is  regulated  by  the  money  market.  They  are 
still  restricted  to  the  small  capitalists  of  the  countryside 
and  the  provincial  towns.  And  these  people  would  not 
for  a  long  time  recognise  the  reduced  jjrice  of  money, 
but  went  on  insisting  upon  iheir  accustomed  5  per  cent., 
when  the  market  rate  justified  only  3.  M.  Durand 
stepi>ed  in  to  teach  them  a  lesson.  He  could  alit'ord  to 
lend  at  3  jx-r  rent.,  and  he  did.     As  a  consequence  the 
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current  rate  came  down  and  small  proprietors  as  a  class 
have  been  benefited. 

The  importance  of  all  the  points  here  mentioned  is 
so  self-evident  that  there  is  no  need  of  further  demon- 
strating it.  There  can  be  no  doubt  that  in  co-operative 
banking"  independence  and  self-sufficiency  are  essential 
pre-requisites  to  success.  And  they  are  only  to  be 
acquired  by  making  the  creation  of  security,  which 
commands  credit,  and  not  the  fishing  for  money,  a 
paramount  object,  and  by  building  up  from  the  bottom 
to  the  top,  so  that  every  individual  bank  may  be  able 
to  answer  for  itself.  In  teaching  Frenchmen  this  truth 
and  setting  the  example  j\I.  Durand  has  performed  a 
work  of  merit,  even  though  his  out-turn  of  societies,  in 
the  face  of  powerful  competition,  have  remained  com- 
paratively small. 

There  is  a  difi'erence  rather  of  character  than  of 
form  between  M.  Durand's  village  banks  and  those 
formed — thus  far,  so  far  as  I  can  ascertain,  in  about 
the  same  num.ber — by  the  Centre  Federatif  clu  Credit 
Populaire  de  France,  which  body,  from  the  very  outset 
of  its  existence  made  it  its  task  to  promote  banks  both 
of  the  Luzzatti  and  of  the  Raiffeisen  type,  and  which, 
when  in  its  hands  the  Luzzatti  type  prove  barren  seed^ 
devoted  itself  with  all  the  greater  strenuousness  to  the 
propagation  of  Raifteisen  banks.  It  would  not  be  quite 
easy  to  explain  to  people  not  closely  acquainted  with 
the  characteristic  traits  of  various  forms  of  co-opera- 
tion in  what  the  difi'erence  consists.  It  is  a  question 
rather   of  spirit   than   of  rules. 

M.  Rayneri,  when  first  taking  the  village  bank  mo\e-  M.  Rayneri 
ment  in  hand,  was  to  a  large  extent  governed  by  a 
favourite  idea,  which  at  first  blush  presents  itself  as 
plausible  enough,  but  to  which  nevertheless  there  are 
serious  objections.  He  appears  to  have  looked  upon  the 
town   as   the   home,   not   only   of   business  but  also   of 
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money,  and  on  the  country  as  the  district  of  want  and 
economic  helplessness.  Therefore  he  would  have  the 
town  serve  as  granary,  feeder  and  guide  to  the  country. 
His  assumption  is  not  altogether  well  founded  in  respect 
of  any  country,  less  so  even  in  respect  of  France,  where 
the  countryside  is  indeed  the  chosen  home  of  the  bas- 
de-laine.  The  ease  with  which  M.  Durand  collects 
deposits  ati'ords  striking  proof  of  this.  What  is  wanted 
—in  the  country  as  in  towns — is  not  new  cash,  but 
something  that  will  tempt  the  gold  and  silver  pieces 
out  of  the  stocking.  However,  the  more  active  town 
bank  is  considered  in  a  position  to  have  habitually 
funds  to  spare — which  is  a  mistake.  It  is  the  same 
mistake  as  that  which  led  the  Neuwied  Central  Bank 
into  imprudent  ventures.  There  is  the  money — like  the 
Russian  millions  which  made  such  an  impression  upon 
an  English  journalist  M.P.,  but  which  were  no  actual 
proof  of  affluence.  To  apply  Bastiat's  favourite  formula 
ce  qu^on  voit  in  the  town  bank  is  the  chinking  gold  ; 
ce  qu'on  ne  voit  pas  are  the  calls  which  may  be  made 
upon  it  and  must  therefore  be  provided  for.  Accord- 
ing to  M.  Rayneri's  idea  the  town  bank  was  to  sur- 
round itself  with  village  banks,  for  which  it  was  to 
become  the  financial  centre,  the  cash -box  as  well  as 
the  guide  and  tutor.  That  is  on  the  lines  of  what  the 
savings  banks  of  Lyons,  of  Parma,  and  of  Belgium 
have  tried  to  do,  not  with  unqualified  success. 

I  am  anxious  here  to  point  out  the  defects  of  this 
rather  specious  system,  because  from  Mentone  an 
Indian  civil  servant,  who — having  little  time  left  for 
studying  very  j^rofoundly  the  subject  which  he  had 
really  come  to  Europe  to  inquire  into — accordingly, 
instead  of  visiting  successful  village  banks  in  Germany 
or  in  Italy,  where  he  might  have  learnt  something  valu- 
able, contented  himself  withturning  to  account  the  intro- 
duction which  I  gave  him  to  the  People's  Bank  at  Men- 
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tone,  to  study  the  local  system  there,  which  has  not 
become  very  general.  Through  him  the  curious  and 
mistaken  division  of  banks,  not  according  to  systems, 
but  according  to  "  town  "  and  "  country,"  has  been 
carried  to  India,  and  with  it  the  notion  that  town  banks, 
formed  under  a  totally  distinct  system,  are  particularly 
fitted  to  become  the  founders,  rulers  and  supervisors 
of  what  are  intended  as  Raiffeisen  banks.  In  view  of 
the  all  but  failure  of  the  "  town  bank  "  movement  in 
France,  this  ingeniously  conceived  interconnection  of 
banks  has  of  course  not  proceeded  very  far.  Mentone 
may  continue  to  befather  its  little  cluster  of  village 
banks.  It  possesses  an  exceptionally  able  chief.  But 
town  banks,  which  themselves  do  not  get  beyond  a 
struggle,  obviously  have  no  strength  to  spare  for  shep- 
herding village  banks.  And  of  course  the  proper  rule 
is  that  every  bank  should  stand  upon  its  own  bottom, 
be  administered  according  to  its  own  system,  be  an- 
swerable alone  for  all  its  liabilities,  and  keep  the  com- 
mand of  all  its  funds  to  itself.  Like  Schulze-Delitzsch, 
M.  Rayneri's  own  chosen  chief  and  teacher,  M.  Luzzatti, 
has  given  judgment  against  interconnection,  when 
urging  his  banks  to  be  independenti  sempre,  although 
isolate  mat. 

The  caisses  promoted  by  the  Centre  Federatif  have, 
according  to  a  return  supplied  to  me  by  an  officer  of 
the  Centre,  multiplied  to  the  number  of  914.  How- 
ever, it  seems  doubtful  to  what  extent  the  Centre  Fede- 
ratif is  entitled  to  claim  the  paternity  of  these  caisses, 
albeit  that  they,  as  well  as  forty-five  caisses  regionales, 
have  actually  joined  it.  In  official  quarters  a  much 
smaller  number  is  named.  Very  probably  a  good  many 
caisses,  upon  being  formed  by  the  Ministry  of  Agricul- 
ture, have  considered  it  to  their  advantage  to  join  the 
Centre. 

The    great    defect    of    both    M.    Durand's    and    M. 
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TheBeginnin     Ravneri's    banks    in    the    eyes    of    French'   agricultural 
Action*^  reformers  was  that  neither  of  them  would  cover  suffi- 

ciently wide  ground  in  sufficiently  short  time.  People 
were  impatient.  They  wanted  to  see  big  results,  and  at 
once.  What  were  those  i,6oo  banks — there  were  less 
at  that  time — with  their  few  millions  of  francs,  in  com- 
parison with  the  great  needs  of  Agriculture  ?  A  mere 
drop  in  the  ocean.  There  should  be  as  many  milliards, 
and,  willy  nilly,  ready  facilities  for  credit  must  be 
placed  within  the  reach  of  every  peasant. 

The  awkward  point  about  this  demand,  from  a  co- 
operative point  of  view — upon  which,  however,  no  par- 
leying was  permitted — was  the  "  willy  nilly."  To  pro- 
vide credit  for  willing  beneficiaries  is  not  difficult  ;  but 
to  hunt  with  unwilling  hounds,  as  the  Latin  proverb  has 
it,  makes  an  altogether  different  problem  of  the  chase. 

The  thing  was,  however,  to  be  done.  And  as  it  was 
to  be  done,  there  was  no  one  to  do  it  except  that  old 
fetish  friend  of  Agriculture,  who  had  so  often  before 
come  to  the  rescue,  though  with  very  indift'erent 
results  :  the  State.  It  was  admitted  that  Napoleon  the 
Third's  Credit  Agricole,  the  comptoirs  d^escompte,  and 
some  other  schemes,  had  proved  failures.  However, 
"  we  are  going  to  alter  all  that  " — so  the  late  AI.  Senart 
told  us  in  1894,  in  the  Soclete  des  Agriculieurs  de 
France,  when  pleading  the  Government's  cause  in  sup- 
port of  a  proposal  made,  that  the  State  should  contri- 
bute a  wretched  million  of  francs  towards  the  creation 
of  a  Central  Bank,  which  proposal  was  very  rightly 
rejected  by  those  to  whom  it  was  submitted. 

That  did  not  put  the  Government  off  its  pet  plan. 
Unfortunately  it  JDersisted  in  looking  upon  the  matter 
still,  in  the  first  instance,  as  a  question,  not  of  security, 
but  of  money.  What  was  considered  a  particularly 
favourable  opportunity  offered  in  1897,  when  the 
charter    of    the    Bank    of   France    had   to   be    renewed. 
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That  opportunity  it  was  decided  to  turn  to  account, 
because  by  such  means  the  country  might  be  juggled 
into  an  impression  that  it  was  not  the  taxpayer  who  v/as 
being  made  to  pay,  but  a  financial  institution^  which 
was  considered  fair  game.  Ostensibly,  indeed,  it  was 
the  Bank  of  France  which  was  made  to  open  its 
coffers.  French  agriculturists  happened  to  persuade 
themselves  that  the  Bank  of  France  owed  them  repara- 
tion for  long  neglect.  It  would  not  discount  their  bills. 
That  was  not  because  those  bills  were  specifically 
"  agricultural,"  but  because  most  of  them  were  for  in- 
conveniently small  amounts,  all  of  them  were  for  jincon- 
veniently  long  periods,  and  nobody  could  tell  whether, 
when  the  time  came,  the  money  would  be  paid,  or 
whether  they  would  have  to  be  indefinitely  renewed. 
"  V echeance  agricole  n'est  que  nominale y  Neverthe- 
less, on  the  part  of  agriculturists,  it  was  contended 
that,  however  the  case  might  stand,  the  Bank  of  France 
was  by  its  charter  bound  to  discount  bills  for  them. 
It  was  chartered  for  the  convenience  of  the  whole  of 
France,  not  of  commerce  and  industry  only.  There- 
fore, if  it  found  that  it  could  not  itself  conveniently 
act  as  bill  discounter  for  Agriculture,  it  must  at  its 
expense  find  some  one  who  could. 

Such  pleading  prevailed,  for  agriculturists  are  strong  Money  taken 
in  the  Chamber  and  all-powerful  in  the  Senate  :    and   gankof 
on  the   renewal   of   the  Bank   charter   in    1897   it   was   France. 
arranged  that  the  Bank  should  pay  down   40,000,000 
francs  on  the  spot,  to  serve  as  an  endowment  for  an 
Agricultural    Credit    Fund.      That    40,000,000    francs 
was  to  be  debited  to  such  Fund  as  a  loan,  on  which 
no    interest    should  be    due,   but   which    should   be   re- 
funded  on   the    termination    of   the   Bank's    charter   in 
1920.      Beyond   that    first   endowment   the    Bank    was 
also  required  to  hand  over  to  the  said  Fund  every  year 
as  a  free  gift  a  certain  proportion  of  its  annual  profits^ 
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to  be  determined  by  rather  a  complicated  calculation, 
the  upshot  of  which  was  that  there  must  not  in  any  year 
be  less  than  2,000,000  francs  so  paid  over  ;  as  a 
matter  of  fact  the  annual  contribution  has  never  fallen 
short  of  5,000,000.  Here  was  a  possible  200,000,000 
francs — the  sum  paid  in  already  amounts  to  about 
100,000,000  francs — made  available  for  distribution  to 
Agriculture  by  the  Government  !  And  a  subsequent 
measure,  passed  in  1899,  placed  the  Fund  at  the  sole 
disposal  of  the  Ministry  of  Agriculture,  to  be  dealt 
with  at  its  discretion — provided  only  that  the  money 
was  to  be  made  to  benefit  "  Agriculture  "  and  nothing 
but   "  Agriculture." 

It  is  not  without  interest  at  this  point  to  note  the 
rather  striking  difference  marking  off  this  French 
experiment  from  the  Prussian,  which  may  be  assumed 
to  have  suggested  it.  At  first  glance  the  two  appear 
very  much  on  all  fours.  In  either  case,  it  is  the  State 
— that  is,  of  course,  the  taxpayer — who  is  impressed  as 
benefactor.  But  in  Prussia  the  State  came  on  the  scene 
only  when  the  whole  organisation  was  practically 
complete.  The  societies  to  be  benefited  were  formed  ; 
they  were  brigaded  in  unions  ;  the  whole  thing  was 
built  up  from  the  bottom  to  the  top.  There  were  pro- 
perly organised  representative  committees  tapering  up 
to  the  point  where  the  State,  simply  fitting  itself  into 
the  existing  organisation,  placed  itself  at  the  head  of  the 
whole  fabric,  just  serving  out  the  money  required. 
Whatever  money  it  provided  under  the  circumstances 
would  not  go  a-begging.  Nothing  was  altered  in  the 
arrangements  for  receiving  applications  and  dealing 
with  them  in  detail.  There  was  simply  a  new  source 
provided  for  the  money. 

In  France  there  was  nothing  of  all  this — no  organisa- 
tion, no  machinery,  no  representative  bodies  of  any 
kind,  no  apparent  willingness  to  borrow,  no  systematic 
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apportionment  of  responsibility,  no  manner  of  bringing 
responsibility  home.  Everything  had  still  to  be  created 
— and  to  be  created  in  the  teeth  of  manifest  indif- 
ference. For  at  first  the  money  provided  was  not  to 
be  got  into  circulation.  And  even  at  the  present  time, 
after  about  ten  years  of  vigorous  urging  and  pressing, 
and  of  opening  new  channels  for  its  freer  outflow,  as 
we  shall  see,  the  Ministry  of  Agriculture  has  got  rid  of 
only  about  a  third  of  the  funds  which  it  has  actually 
had  placed  at  its  disposal.  And  one  of  the  complaints 
that  it  has  more  particularly  placed  on  record  is  this  : 
''Oesi  an  de  nos  chagrins,  de  voir  que  V elite  intel- 
lectuelle  de  la  France  n'ait  pas  encore  compris  Vinteret 
national  et  social  de  la  mutualite." 

Therefore,  in  comparison  with  the  Prussian  case,  the 
position  of  things  appears  entirely  reversed. 

The  problem  to  be  dealt  with  was  undoubtedly  not 
an  easy  one.  With  some  ingenuity  and  with  much 
good  will  the  French  Government  has  tried  to  solve 
it  in  the  following  way. 

Under  the  peculiar  circumstances  prevailing,  organi-  French 
sation  must  necessarily  proceed  from  the  top  to  the  gl^te^Aid 
bottom.  Credit  must  be  organised  like  a  scheme  of  irri- 
gation, the  main  conduit  feeding  the  irrigating  channels 
from  the  top  ;  the  land  must  next  be  laid  out  in  ridges, 
every  one  of  which  must  have  along  its  back  its  own 
branch  channel,  fed  from  the  main  conduit  ;  and  from 
the  ridge -channels  the  water  must  be  made  to  trickle 
down  in  countless  rills  across  the  land  to  be  watered. 
The  Ministry  of  Agriculture,  then,  acting  as  main  con- 
duit, would  deliver  its  funds  directly  to  a  number  of 
Central  Banks  formed  in  each  case  for  a  "  considerable 
district  " — a  "  region,"  as  it  is  technically  called — 
which  may  comprise  either  more  or  less  than  a  depart- 
ment, but  is,  as  a  rule,  co-extensive  with  such. 

The  regional  bank,  once  more,  was  to  distribute  the 
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funds  received,  and  divided  accordingly,  among  a  num- 
ber of  small  local  banks,  of  which  there  should,  if  pos- 
sible, be  one  in  each  parish,  which  should  deliver  them 
in  the  required  driblets  to  the  individuals  who  might 
stand  in  need  of  them. 

In  respect  of  organisation,  this  system  was  intended 
to  be  permanent.  There  are  always  to  be  regional 
banks  and  local  banks  using  the  regional  as  balancing 
centres.  But  in  respect  of  supply  it  was  to  be  only 
temporary.  Out  of  the  State-aided  movement,  as  it 
grew  stronger,  was,  in  course  of  time,  to  emerge  a 
thoroughly  independent  movement,  raised  up,  indeed, 
on  outside  help,  as  a  child  is  on  mother's  milk,  but, 
when  arrived  at  maturity,  fully  self-sufficing.  From  the 
very  outset  the  banks  were  not  to  be  formed  to  order. 
The  Government  would  stimulate,  instruct,  provide  the 
money.  But  it  would  not  actually  form  banks.  Even 
the  regional  banks  must  be  the  result  of  free,  local 
effort.  Accordingly  it  was  laid  down,  even  to  begin 
with,  that  the  regional  bank  must  start  with  a  sufficient 
share  capital  subscribed  within  its  district,  to  precede 
Government  help.  Such  share  capital  was,  as  far  as 
possible,  to  come,  not  from  individuals,  but  from  local 
banks  to  be  affiliated — probably  to  be  created  for  the 
purpose — whose  entire  possession  the  regional  bank  was,, 
if  practicable,  eventually  to  become.  To  prepare  the 
way  for  such  evolution,  it  was  made  a  regulation  that 
of  the  first  capital  actually  subscribed — there  is  no  limit 
to  the  subscription — two-thirds  should  be  reserved 
entirely  for  local  banks,  and  allotted  to  such,  should 
they  make  the  claim.  Otherwise  indi\  iduals  might  assist. 
As  a  stimulus  to  generous  subscription — for  the  sake 
of  producing  a  large  share  capital — it  is  pro- 
vided that  for  every  £  i  subscribed  (on  which  either 
in  regional  or  in  local  banks  only  5s.  need  be 
paid  up)  the  State  will,  subject  to  the  approval  of  a 
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"  Committee  of  Inquiry,"  advance  £4  by  way  of  loan, 
absolutely  free  of  interest,  and  running  for  five  years, 
but  renewable.  That,  so  it  was  thought,  would  make  it 
the  local  banks'  interest  to  subscribe  generously.  For 
in  respect  of  every  £1  subscribed — that  is,  every  55. 
paid  up — they  would  stand  to  receive  £4  of  loan 
money,  giving  them  £4  5s.  in  all.  So  far  as  the 
stimulus  has  acted  at  all,  it  certainly  has  acted  in  the 
desired  way.  For  many  local  banks  have  subscribed 
literally  every  penny  of  their  own  capital,  denuding 
themselves  wholly  of  working  funds,  which  they  have 
afterwards  borrowed  back  from  the  regional  bank.  The 
governing  idea  was  that  the  local  banks  would  require 
no  working  funds,  inasmuch  as  their  lending  would  be 
carried  out  on  the  security  of  acceptances,  which  they 
would  in  each  case  send  up  to  the  regional  bank  for 
discount.  But  the  very  fact  that  only  about  a  third  of 
the  sum  available  has  been  paid  out  to  regional  banks 
goes  some  way  to  show  that  the  effect  has  at  any  rate 
not  been  complete,  that  sufficient  share  capital  has  not 
been  subscribed  to  entitle  to  the  loan  of  the  full  sum 
available.*  The  money  must  be  dealt  out  to  the  regional 
banks  free  of  interest,  because  the  Ministry  of  Agri- 
culture itself  receives  it  on  such  terms,  and  it  is  not  to 
make  any  profit  on  the  transaction.  Moreover,  the 
whole  object  of  the  measure  is  to  enable  the  local  banks 
to  deal  out  money  cheaply.  For,  in  the  first  place,  they 
are  expected  to  accumulate  substantial  reserve  funds  ; 
and,  in  the  second,  they  have  management  expenses  to 
pay,  however  small  such  may  be.  No  positive  precepts 
are  laid  down  as  to  the  rate  at  which  they  are  to  lend. 
But,  generally  speaking,  effect  is  given  to  the  inten- 
tions of  the  Government  to  this  extent  that  local  banks, 

*  The  collective  share  capital  of  "regional  banks"  now  stands  at 
12,400,000  francs  ;  that  of  local  banks  at  11,200,000  francs,  only 
7,000,000  francs  of  which  is  paid  up. 
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in  their  turn,  are  in  a  position  to  lend  out  to  individuals 
at  about   4   per  cent.,   which   must   be  admitted  to   be 
moderate.     After  the  8  to   12  per  cent,  previously  paid 
to  moneylenders,  that  is  a  sensible  improvement. 
Regional  In    respect    of    organisation,    the    regional    bank    is 

Banks.  required  to  appoint  a  Consell,  or  Committee  of  "Manage- 

ment, whose  members  must  be  unremunerated,-  at  its 
own  pleasure.  The  Conseil  is  expected  to  meet  at  least 
once  a  month  ;  but  it  is  left  to  the  bank  to  fix  the 
number  of  its  members.  The  Conseil  is  at  liberty  to 
delegate  its  powers. 

Here  we  have  the  main  distributing  channels,  who.se 
number  at  present  stands  at  ninety-four.  The  local 
banks,  formed  to  a  great  extent  on  their  initiative, 
and  acting  as  distributing  rills,  number  at  present  about 
2,6.^6,*  grouped  around  the  regional  banks  in  varying 
numbers.  Since  there  arc  known  to  be  33,000  or 
36,000  communes  in  France,  the  ideal  of  one  bank  to 
every  parish  is  for  the  present  far  from  having  been 
attained.  Only  about  one-fourteenth  part  of  France  is 
Local  Banks,  provided  with  banks.  The  local  banks,  as  a  matter  of 
necessity,  suffer  from  the  defects  inherent  in  the  manner 
in  which  they  are  created.  Rather  unwisely,  excessive 
latitude  is  given  them  in  respect  of  the  size  of  their 
districts.  For  a  Raiffeisen  bank,  of  which  each  local 
bank  is  intended  to  be  something  of  a  reproduction, 
we  know  that  the  regulation  area  is  one  parish.  The 
French  local  bank  may  act  for  several  "  communes  "  at 
once,  and  even  for  an  entire  "  canton."  Such  area  is 
too  large  to  ensure  the  requisite  closeness  of  touch, 
mutual  knowledge  among  members,  and  automatic  con- 
trol. .Like  the  regional  bank,  the  local  bank  is  required 
to  have  an  elected  Council,  but  allowed  to  fix  the 
number  of   its   members   for   itsplf.      The   members  of 

*  The   figures   here   given  are  those  of   tlic  last  Official   Report, 
published  in  .September,  1909. 
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the  Council  must,  once  more,  be  unremunerated,  and 
the  Council  is  required  to  meet  at  least  once  a  week,  by 
preference  on  a  Sunday  morning  or  else  on  a  market- 
day.  It  is  advised  to  nominate  a  Bureau — that  is,  an 
Executive  Committee — and  authorised  to  appoint  a 
director  or  manager.  As  regards  share  capital  and  lia- 
bility, it  is  left  a  comparatively  free  hand.  There  must 
be  shares.  These  are  as  a  rule  fixed  at  the  value  of 
either  20  or  40  francs.  But  only  one-fourth  of  such 
sum  need  be  paid  up,  so  that,  as  the  official  hand- 
book particularly  points  out,  it  suffices  if  seven  men 
among  them  pay  down  35  francs  (28.9.)  to  form 
a  local  bank.  As  regards  liability,  local  banks  may  Limited  and 
make  such  limited  or  unlimited,  as  they  prefer.  Un-  Unlimited 
questionably  the  Minister  of  Agriculture  desires  the  lia- 
bility of  members  to  be  unlimited,  because,  with  prac- 
tically no  share  capital  in  their  possession,  without 
joint  and  several  liability  these  banks  have  scarcely  any 
security  to  pledge.  And  for  the  money  which  it 
advances,  and  will  in  its  turn  have  to  account  for,  the 
-Ministry  is  naturally  desirous  to  hold  security.  The 
same  consideration  does  not  apply  to  regional  banks 
with  anything  like  the  same  force.  Nevertheless,  not  a 
few  regional  banks  have  judged  it  opportune  to  fortify 
their  not  very  strong  position  by  committing  their 
shareholders  to  a  liability  amounting  to  a  multiple  up 
to  four  times  the  value  of  their  share.  This  cannot  in 
any  case  be  judged  a  desirable  arrangement,  because  it 
leaves  a  great  deal  in  uncertainty  ;  it  would  obvi- 
ously be  altogether  out  of  place  in  local  banks.  In 
such  banks  of  course  members  are  loth  to  burden  them- 
selves with  unlimited  liability  without  need.  And,  as 
a  matter  of  fact,  only  the  local  banks  of  three 
"  regions  "  out  of  ninety-four  existing,  that  is,  those  of 
the  "  Midi,"  the  "  Basses  Pyrenees,"  and  "  Tarbes," 
have  made  their  members  unreservedly  liable.    Accord- 
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ing  to  a  statement  made  at  the  Congress  of  the  Federa- 
tion of  Regional  Banks,  held  at  Bordeaux  in  1908, 
those  banks  reap  the  benefit  of  their  judicious  boldness 
in  being  able  to  have  their  acceptances  discounted  with- 
out  the   Government's    intervention. 

Applications  for  ad\ances  by  indi\iduals  ha\e  in 
every  instance  to  be  addressed  to  the  local  bank.  But 
in  dealing  with  such  applications  those  banks  are 
placed  in  an  awkward  position,  paralleled  nowhere. 
The  money  which  the  Government  has  made  available, 
and  which  is  practically  all  that  is  available  for  the 
purpose  of  loans — for  deposits  are  few  and  far  between, 
and  reserves  now  amount  only  to  2,000,000  francs  in 
"  regional  "  banks  and  1,000,000  francs  in  local — was 
voted,  not  for  the  banks,  but  for  "Agriculture." 
Methods  of  Borrowers  must,  indeed,  be  or  become  members  of  a 

bank — and  this  is  often  enough  done  in  a  formal  way 
with  a  deal  of  going  "  in  "  and  "  out,'"  as  occasion 
may  prompt .  But  it  is  not  members  of  banks,  bearing 
the  responsibility  for  liabilities  incurred,  who  are  en- 
titled to  loans,  but  "  agriculturists,"  and  such  only  for 
strictly  "  agricultural  "  purposes.  The  test  applied,  as 
distinguishing  an  "  agriculturist  "  under  the  Act,  is 
membership  in  an  "  agricultural  syndicate  "  or  an 
"  agricultural  co-operative  society  "  (^the  two  are  not 
the  same  thing)  of  the  locality.  Only  such  are  eligible 
as  members  of  a  bank.  That  creates  a  curious  and 
rather  confusing  state  of  things.  Elsewhere  the  mem- 
ber of  a  bank  is  elected  to  be  such  not  because  he  is 
an  "  agriculturist,"  but  because  he  is  considered  trust- 
worthy. The  bank  may  reject  him  if  it  judges  him 
to  be  otherwise.  Being  elected,  he  becomes  entitled 
to  loans,  whether  for  agricultural  j^urposes  or  other- 
wise, but  is  in  his  turn  held  responsible.  That  is  not 
all.  Elsewhere  a  bank  may  lend  for  any  term  that  it 
pleases  and  in  any  j)ro])ortion  to  the  \alue  to  be  created 
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that  itself  may  determine.  Under  the  French  Act  a 
local  bank  may  make  advances  only  for  a  very  limited 
number  of  objects,  according  to  schedule.  Anything 
not  "  agricultural  "  is  «  priori  excluded.  But  not  even 
every  "  agricultural  "  object  is  admissible.  Permanent 
improvements,  well  sinking,  drainage,  irrigation,  build- 
ings— the  very  things  in  respect  of  which  the  Raif- 
feisen  banks  have  rendered  their  most  valued  ser- 
vices— are  excluded  once  for  all.  Practically  nothing 
remains  but  collective  purchase  or  sale,  collective  work 
and  the  like.  Of  this  category  of  objects  practically 
only  purchase — of  feeding  stuffs,  fertiliser's,  implements, 
&c. — comes  into  account.  Once  more,  the  period  for 
which  an  advance  m.ay  be  made  is  not  in  any  wise 
left  to  the  free  decision  of  the  committee,  as  circum- 
stances may  suggest,  but  is  fixed  by  an  iron  rule.  It 
is  limited  by  schedule.  A  man  asking  for  an  advance 
to  tide  over  a  slack  time — say  cheap  markets  after 
harvest — will  be  allowed  his  money  for  three  months. 
A  man  purchasing  nitrate  or  other  fertilisers  for  a  top 
dressing  in  spring  will  be  allowed  the  use  of  his  money 
for  six  months  ;  should  he  want  to  purchase  the  same 
or  other  fer'tilisers  in  the  autumn  for  his  winter  crops, 
he  will  be  allowed  a  year.  Money  required  for  pur- 
chasing a  cow  may  stand  over  for  longer  ;  but  there 
must  be  repayment  by  regular  instalments. 

All  this  marks  off  the  French  system  very  clearly  from 
the  systems  in  force  elsewhere.  The  Prussian  Central  Bank 
does  not  interfere  in  such  a  hampering  way.  The  method 
adopted  is  terribly  wooden,  rule-of-thumb,  and  hindering. 

But,    supposing   the   application   to   be   approved   by   Defects  of  the 
the  committee  of  the  local  bank,  that  committee  is  not   Sy^^*^""- 
thereby  placed  in  a  position  to  give  effect  to  its  own 
approval.      In  most  cases  it  has  not  got  the  requisite 
money   in   its   till.      The   money   has    gone   up   to   the 
regional  bank.     In  no  case  is  it  authorised  to  make  the 
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loan  on  its  own  responsibility.  It  is  required  to  send 
the  approved  application  up  to  the  regional  bank,  the 
committee  of  which — or  more  generally  a  committee 
of  allotment  (Comite  de  Repartition)  appointed  by  that 
body  for  the  purpose — will  sit  in  judgment  upon  it  and 
authorise  it  or  otherwise.  To  enable  itself  to  do  so  it 
places  itself  in  possession  of  as  precise  information  as 
it  can  obtain  about  applicants  and  the  security  which 
they  otter.  Aye,  not  a  few  regional  banks  collect  infor- 
mation respecting  all  possible  applicants  and  possible 
sureties  about  whom  they  can  obtain  such,  tabulating 
such  information  in  registers  and  cataloguing  it  in 
card  catalogues — just  as  we  have  seen  Italian  Comitati 
clei  rischi  and  German  Vorstdnde  do  under  far  more 
appropriate  circumstances,  that  is,  in  more  manageable 
districts.  Under  the  French  system  the  local  bank, 
instead  of  being  an  independent  organism,  standing 
upon  its  own  security  and  responsibility,  becomes  in 
effect  nothing  but  a  receiving  and  paying-out  branch 
of  the  regional  bank,  which  latter  really  is  the  deter- 
mining authority  and  the  operative  portion  of  the 
machinery,  inquiring,  voting  the  money,  charging  itself 
with  the  responsibility.  This  arrangement  also  accounts 
for  the  fact  that  the  local  banks  have  no  "  councils  of 
supervision  "  or  "  inspection,"  which  elsewhere  are 
considered  of  cardinal  importance.  The  regional  bank 
becomes  their  "  council  " — without,  so  it  is  to  be 
feared,  being  altogether  fit  for  the  office. 
Results.  In  spite  of  all  its  obvious  defects — which  very  likely 

are  not  avoidable — the  French  system  of  providing 
"  agricultural  credit  "  has  met  with  some  measure  of 
success.  Of  course  there  has  been  a  good  deal  of 
urging  and  prodding.  But  as  a  result,  by  midsummer, 
1909,    ninety-four   regional   banks*   had   been   formed 

*  There    were    ninety-eight,    but    four    small    ones     have     been 
amalgamated  with  others. 
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in  France  (not  counting  Algiers,  which  has  its  own 
Credit  Agricole),  leaving  actually  not  a  single  depart- 
ment unprovided  with  one,  and  below  these  about  2,600 
local  banks,  with  collectively  1 16,000  members.  The 
fund  at  the  Government's  disposal,  amounting  at  that 
time  to  about  98,1  12,000  francs,  had  been  drawn  upon 
to  the  extent  of  a  little  more  than  42,000,000  francs. 
But,  as  that  money  had  been  lent  out  again  and  again 
(sometimes,  it  is  to  be  presumed,  by  mere  renewal),  in 
all,  within  ten  years,  about  415,000,000  francs  had 
been  set  in  circulation.  The  loans  issued  in  1908  — 
1909  are  returned  as  105,000,000  francs.  And  a 
decidedly  satisfactory  feature  of  the  business  done  is, 
that  the  losses  made  are  reported  as  only  trifling  (the 
amount  is  not  stated)  and  that  the  regional  banks  had 
carried  on  their  business  at  an  almost  insignificant  cost, 
something  like  2.70  francs  per   1,000  francs  lent  out. 

These  are  certainly  not  contemptible  results,  and  it 
deserves  to  be  borne  in  mind  that  the  money  lent  out 
has  either  replaced  other  money  previously  borrowed 
at  a  much  higher  rate  of  interest,  or  else  has  added 
fresh  productive  power  to  French  agriculture. 

But,  after  all,  even  if  one  could  make  sure  that  Points  of 
such  results  would  continue,  as  the  business  grows  still 
larger  and  more  difficult  to  control,  and  as  farmers  and 
peasants  discern  by  experience  the  weak  spots  in  the 
machinery  applied  and,  shrewd  and  cunning  as  they 
are,  learn  to  profit  by  them — is  that  the  main  object 
aimed  at  by  the  measure?  The  amount  of  money  dis- 
posed of  in  "  agricultural  credit  "  is,  so  it  should  be 
remembered,  not  considered  satisfactory.  Here  is 
100,000,000  francs  withdrawn  from  business,  and  only 
42,000,000  francs  actually  employed  !  And  to  hook 
even  such  fish  the  Government  has  had  to  throw  out 
further  bait.  First,  to  make  things  easy  and  palatable 
to  farmers,   it  has  had  to  sanction,   even  to  invite  to, 
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a  retrogression  from  personal  to  pledge  credit,  passing  a 
special  measure  which  authorises  the  use  of  agricultural 
"  warrants  " — which  "  warrants  "  are  merely  "  bills  of 
sale  "  with  their  invidious  publicity  omitted.  Farmers 
and  cultivators  may  pledge  crops  and  the  like,  handing 
them  over  in  bulk  for  agricultural  syndicates  to  take 
care  of,  or  they  may  pledge  them — or  else  the  in- 
strumenta  miita  and  semivocalia  of  the  farm,  that  is, 
the  implements,  machinery  and  live  stock  used  for 
purposes  of  cultivation — without  actually  parting  with 
them,  pledging  them  as  gage  sans  dessaisissement. 
The  authorisation  of  such  novel  practice  appears  to 
have  had  rather  a  marked  effect  upon  the  business  ; 
something  like  9,000,000  francs  is  reported  out- 
standing on  "  warrants  "  in  7,668  loans.  But  I  cannot 
think  that  it  is  a  healthy  development.  Next,  to  find 
employment  for  its  money,  still  going  a-begging,  the 
Government  has  had  to  authorise  advances,  of  an 
amount  to  be  determined  upon  in  each  case,  for  terms 
up  to  twenty -five  years,  to  what  we  should  call  agri- 
cultural productive  co-operative  societies,  formed  by 
members  of  recognised  agricultural  syndicates.  About 
1,500,000  francs  are  reported  to  have  been  so  lent 
out,  for  periods  varying  from  ten  to  fifteen  years,  to 
seventy -five  societies,  dairies,  distilleries,  societies  for 
preparing  produce  for  the  market,  &c.  With  all 
these  helps  the  work  has  gone  on  so  slowly  as  to 
suggest  to  a  Minister  of  Finance,  M.  Rouvier,  a  raid 
upon  the  fund  for  the  benefit  of  his  budget.* 

But  be  this  as  it  may,  the  fund  was  not  voted  for 

'■'■  To  provide  a  further  outlet  for  the  idle  money,  the  Government 
in  February  last  brought  in  a  Bill  authorising  loans,  not  to  exceed 
8,000  francs  in  any  one  case,  nor  to  run  for  more  than  fifteen  years, 
in  aid  of  the  purchase  of  holdings  (for  which  kind  of  assistance  there 
has  not  up  to  now  been  any  demand),  or  else  for  the  improvement* 
consolidation,  exchange  of  portions  of  holdings,  »S:c. 
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the  purpose  of  its  circulation  only.  As  M.  Decharme, 
the  able  and  zealous  head  of  the  department  which 
administers  it,  rightly  keeps  reminding  the  beneficiaries, 
the  sands  of  the  fund  are  now  running  pretty  fast. 
Within  a  measurable  distance  of  time  the  money  will 
have  to  be  repaid — the  40,000,000  francs  certainly  to 
the  Bank  of  France,  the  balance  probably  to  the 
Government — unless  indeed  it  is  to  be  written  off 
as  a  bad  debt.  The  fund  was  really  intended  as  early 
leading  strings  only,  a  financial  go-cart  for  the  new- 
born baby,  to  afford  that  temporary  sheltering  protec- 
tion which  some  people  claim  for  "  infant  industries," 
as  a  help  to  their  development.  The  mischief  is  that 
so  protected  they  as  a  rule  will  not  develop.  Will 
credit  fare  otherwise  ?  Or  what  evidence  is  there  to 
show  that  under  Government  covering  the  young  plant 
has  struck  root  and  is   growing  strong  ? 

There  is,  as  a  fact,  very  little  proof  indeed  of  such 
kind  to  bring  forward.  In  truth,  the  Act  and  its 
objects  appear  to  be  by  ho  means  fully  understood 
on  the  part  of  the  intended  beneficiaries,  just  as  little 
as,  on  the  other  hand,  the  difficulties  attaching  to  the 
application  of  its  principle  have  thus  far  been  ade- 
quately realised  on  the  part  of  the  Government. 

The  patronage  entrusted  to  the  Ministry  of  Agricul-  Causes  of 
ture  was  in  the  earlier  period — almost  as  a  matter  of 
course — exercised  in  a  very  arbitrary  and  haphazard 
way,  as  if  requiring  little  forethought  and  weighing  of 
claims  ;  and  accordingly  the  "  manna  " — as  it  has  been 
termed — which  the  Minister  distributed,  dropped  in  very 
unequal  quantities  upon  what  appeared  to  be  severally 
favoured  and  unfavoured  areas.  This  was  not  only 
because  certain  societies,  like  those  of  M.  Durand, 
were  ruled  out  altogether  on  principle.  Government 
favour  appeared  also  to  depend  upon  the  interest 
possessed  by  the  advocates  pleading  for  each  several 
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caisse.  Serious  complaints  have  been  made  on  this 
score  ;  and,  as  a  result,  a  distinct  Credit  agricole 
Department  has  been  formed,  which  deals  systematically 
with  all  applications,  directs  and  superintends  propa- 
ganda, issues  model  rules,  and  does  all  congenerous 
work.  And,  as  an  adjunct  to  that  department,  a  com- 
mittee of  allotment  ((Zomitc  de  Repartition)  has  been 
appointed,  consisting  of  forty-one  members,  every  one 
of  whom  represents  something  or  other  with  a  title  to 
a  voice — thus  four  senators,  six  deputies,  eight  repre- 
sentatives of  agricultural  banks,  the  Minister  of  Agri- 
culture and  twelve  other  members  of  his  department, 
the  Governor  of  the  Bank  of  France  and  various 
officers  of  State.  This  Committee  or  Board,  which  evi- 
dently is  a  trifle  large  for  deliberative  work,  and  on 
which — barring  claims  pressed  by  senators  and  depu- 
ties— the  Department  is  likely,  as  a  rule,  to  have  its 
own  way — passes  in  review  applications  for  advances, 
coming  from  regional  banks,  and  adjudicates  according 
to  the  apparent  merits  of  each  case.  Complaints  have 
not  altogether  stopped,  as  they  are  not  likely  to  stop  ; 
but  in  any  case  matters  are  now  disposed  of  with  far 
greater  attention  and  an  evident  desire  to  be  fair 
among  the  societies  recognised  by  the  Department. 

However,  some  of  the  regional  banks,  and  by  far  the 
greater  number  of  the  local,  manifestly  do  not  yet 
understand  what  it  is  to  "  play  the  game  "—as  how 
should  they,  when  they  are  made  to  accept  favours,  not 
because  they  desire  them,  but  because  the  Government 
which  dispenses  them  presses  them  upon  them?  One 
gentleman,  closely  connected  with  a  rather  active 
regional  bank  in  the  south,  writes  to  me  :  "  We  might 
very  well  have  done  without  the  Government  advances  ; 
we  have  quite  enough  money  ourselves  ;  but  as  the 
Government  money  was  to  be  had  for  the  asking,  we  have 
taken  it  in  order  out  of  its  proceeds  to  build  up  all  the 
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more  rapidly  a  strong  reserve  fund."  Under  such  cir- 
cumstances, are  the  Government  advances  justified  ? 
And,  unfortunately,  the  reserve  fund  is  what  some 
other  directors  of  regional  banks  think  of  least  of  all. 
They  consider  themselves  to  be  there  just  to  distribute 
what  money  they  receive,  as  irrigation  ditches  and 
hydrants  are  there  to  distribute  water.  If  there  is  any- 
thing left  over,  they  feel  as  if  they  ought  in  fairness  to 
return  it  to  the  borrowers  in  the  shape  of  what,  among 
our  co-operative  societies,  passes  by  the  name  of  "  divi- 
dend to  custom  " — and  what  in  France  is  known  as 
ristourne .  Since  there  always  is  something  over, 
wherever  money  is  lent  out  at  Bank  rate,  they  judge 
it  simpler,  and  at  the  same  time  answering  the  purpose 
quite  as  well,  to  charge  so  much  less  on  the  loan  to 
begin  with,  thereby  underselling  the  market  by  lending 
at  2  or  2\  per  cent.  That  means  that  they  defeat  the 
very  object  which  the  Government  had  mainly  in  view, 
by  failing  to  accumulate  a  sufficient  reserve  fund  to 
make  the  bank  in  course  of  time  independent  of 
Government  assistance.  It  also  means  that  they  do  not 
provide  sufficient  security  to  attract  savings  and  other 
deposits,  such  as  it  was  likewise  designed  should  help 
to  replace  State  aid  and  ensure  ultimate  independence. 
It  means,  in  the  third  place,  that  in  times  of  dear 
money,  like  those  of  1907  and  1908,  banks  which  act 
in  this  hand-to-mouth  way  are  bound  to  make  a  loss, 
supposing  that  business  becomes  at  all  extensive.  In 
the  period  referred  to  naturally  enough  comparatively 
considerable  demands  for  credit  were  made  upon  the 
regional  banks,  which  the  Government  money  in  their 
hands  alone  would  not  satisfy.  So  they  had  to  pass  on 
their  bills,  on  which  they  earned  2  or  2.^  per  cent.,  for 
rediscount  at  the  rate  of  5  and  6  ox  y  per  cent.,  which 
meant  a  loss  upon  every  transaction.  In  the  last  place, 
and   mainly,   such   practice   means   that   the   banks   fail 
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altogether  in  their  principal  object  of  all,  which  is  to 
inculcate  business  habits  and  business  knowledge,  and 
educate  members  to  businesslike  conduct.  Members 
are  to  be  made  to  understand  the  value  of  money,  the 
benefit  of  borrowing  it  at  market  rate  in  order  to  secure 
a  profit  out  of  its  employment.  They  are  to  be  taught 
to  calculate  cost  and  return.  But  in  this  case  the 
money  is  brought  to  them  almost  like  manna  from 
heaven.  They  get  into  the  habit  of  looking  for  it 
from  the  State  as  a  matter  of  course.  Why  make  any 
effort  themselves  ?  We  have  experienced  precisely  the 
same  disappointing  results  in  India,  occasioned  by  the 
very  same  cause.  The  upshot  is  that  in  the  place  of 
instilling  effort  as  it  desires  to  do,  the  State  has  by  its 
bounty  impressed  upon  its  beneficiaries  a  lesson  of 
Socialism  and  trust  in  someone  else.  Of  course,  what 
the  regional  banks  ought  to  do  is  to  lend  out  the 
Government  money  at  market  rate  and  create  out  of 
the  surplus  accruing  a  strong  reserve  fund  capable  of 
replacing,  in  course  of  time,  the  loan  capital  that  they 
begin  with— just  as  the  regional  bank  of  my  friend  in 
the  South  of  France  already  alluded  to  is  endeavouring 
to  do.  Very  rightly  has  the  Federation  of  Regional 
Banks,  at  the  instance  of  M.  Decharme,  the  chief  of 
the  Banks  Department  in  the  Ministry  of  Agriculture, 
recommended  that  advances  by  regional  banks  should 
be  made  at  not  less  but,  by  preference,  at  a  little  more, 
than  Bank  rate.  If  that  is  done,  it  bids  fair  to  keep 
the  market  steady,  to  make  borrowers  understand  what 
they  ought  to  understand,  and,  none  the  less,  to  enable 
local  banks  to  lend  out  at  4  per  cent.  only. 

When  we  come  to  kical  banks,  we  find  that  they  have 
thus  far  learnt  to  gras])  the  lesson  intended  for  them 
to  an  even  less  degree  than  the  regional  banks.  It  is, 
perhaps,  in  the  nature  of  things  that  it  should  be  so. 
For,    under    the    system    adopted,    local    banks    have 
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scarcely  any  responsibility  put  upon  them  ;  they  are 
not  even  endowed  with  an  independent  existence.  They 
form  because  they  are  told  to  do  so.  They  forward 
applications  and  transmit  money.     And  that  is  all. 

It  is  not  even  really  for  them,  but  far  more  for  the 
regional  bank,  to  inquire  into  cases  coming  before 
them  and  to  check  business  done.  In  the  Government's 
intention  they  were,  with  the  help  of  money  advanced 
to  them,  to  make  themselves  independent,  rooted  in 
their  own  resources,  and  to  accomplish  this  the  sooner 
the  better.  As  matters  actually  stand,  they  have  prac- 
tically no  security  to  offer  to  the  regional  banks,  and 
are  in  consequence  not  in  a  position  to  lead  an  inde- 
pendent life.  They  become  mere  receiving  and  pay- 
ing-out offices.  And,  barring  some  lending  on  pledges, 
they  are  by  their  system  restricted  to  advances  on  bills 
of  exchange.  They  could  not  possibly,  even  if  they 
possessed  working  capital  of  their  own,  grant  cash 
credit.  To  be  able  to  do  anything  independently  they 
must  be  able  to  offer  security.  And  security,  so  we 
know,  can  be  created  only  in  one  of  two  ways  :  either 
by  the  creation  of  share  capital,  or  else  by  the  accept- 
ance of  unlimited  liability.  In  respect  of  share  capital 
things  are  advisedly  made  easy  for  members.  They 
need  provide  only  28s.  ;  but  285.  will  not  purchase 
much  credit.  As  regards  unlimited  liability,  the  choice 
of  either  form  of  liability  is  left  entirely  to  themselves. 
Naturally,  while  money  which  they  do  not  ask  for  is 
almost  forced  upon  them — whether  they  make  them- 
selves liable  or  not  ;  while  they  are  compelled  to  lend  to 
anyone  who  can  make  out  a  case  as  being  an  "  agri- 
culturist " — whether  they  believe  in  him  or  not  ;  and 
while  all  business  has  to  be  carried  on  strictly  accord- 
ing to  schedule,  with  scarcely  a  modicum  of  discretion 
left  to  themselves,  members  do  not  care  to  saddle 
themselves  with  unlimited  liability,  however  much  the 
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Government  naturally  desire  them  to  do  so.  However, 
without  such  liability,  there  is,  under  the  circumstances, 
no  independence  to  be  attained  ;  there  can  be  no  trans- 
action of  business  with  banks  ;  there  cannot  even  be 
deposits.  The  paucity  of  deposits  in  these  banks  is 
one  of  the  most  disappointing  features  that  they  pre- 
sent. It  is  openly  admitted  that  the  bulk  of  the  funds 
employed  comes  from  the  Government  grant.  And 
the  small  balance  not  so  accounted  for  is  made  up 
rather  of  share  capital  than  of  deposits.  So  much  are 
the  drawbacks  attifching  to  this  state  of  things  realised 
that  in  a  fair  number  of  banks  the  members  of  the 
committee  of  management  have  self-sacrificingly  taken 
the  burden  of  unlimited  liability  on  behalf  of  their 
banks  upon  themselves.  In  one  district,  one  philan- 
thropic millionaire  has  even  placed  himself  all  alone  in 
the  breach,  endorsing  every  acceptance  approved  by 
local  banks,  in  order  to  give  it  currency.  That  may 
be  magnificent,  but  it  is  not  business. 

How  strikingly  different  is  all  this  from  the  free, 
healthy  and  vigorous  independent  action  of  uncoddled 
village  banks  in  Germany,  where  people  have  to  pro- 
vide security  because  otherwise  there  would  be  no 
money— pas  d' argent,  pas  de  Suisse s — where  the  life- 
spring  of  the  whole  movement  resides  in  the  local 
banks,  which  among  them  raise  up  their  own  central 
bank,  not  as  their  master  but  as  their  servant  ;  where 
they  are  free  to  restrict  advances  to  borrowers  of  their 
own  choosing,  but  free  also  to  grant  them  for  any 
purpose  and  any  length  of  time  that  they  may  consider 
proper  ;  where,  security  being  provided  and  indepen- 
dent interest  awakened,  the  old  stockings  give  forth 
their  coin  and  deposits  come  in  in  plenty  !  Under  such 
circumstances  banks  lend  out  more  money,  and  to 
better  purpose  ;  their  educating  efifect  becomes  truly 
surprising. 
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The  truth  is  that  there  is  only  one  way  of  building  Conclusion. 
up  popular  credit,  just  as  there  is  only  one  way  of 
setting  up  a  house — and  that  is  by  making  sure  of  a 
sound  foundation  on  which  a  strong  structure  may  be 
raised.  You  must  begin  at  the  bottom.  No  doubt 
the  French  Parliament  were,  and  the  Department  ad- 
ministering the  fund  still  is,  animated  by  the  best 
intentions.  But  in  attempting  to  carry  such  into 
execution  they  have  forgotten  sound  building  maxims. 
It  would  have  been  best  of  all,  of  course,  if  they  had 
confined  their  assistance  only  to  the  province  of  teach- 
ing. Nobody  would  have  grudged  almost  any  amount 
of  money  spent  on  such  purpose.  They  chose  instead  to 
play  the  banker — with  taxpayers'  money.  Doing  so, 
they  had  no  resource  open  to  them  but  to  seek  their 
security,  such  as  they  must  have,  by  means  of  mechani- 
cal expedients — which  can  never  make  good  business. 
They  complain  now  that  banks  will  not  provide  for 
their  own  independence  by  means  of  large  share  capital, 
reserve  funds  and  deposits.*  It  was  themselves  who 
taught  them  to  do  so.  They  warn  banks  that  the  sands 
are  running  and  the  loan  will  soon  have  to  be  repaid. 
That  means  nothing  to  the  banks,  because  there  is  no 
penalty  attaching  to  neglect  of  the  warning.  So  far 
from  the  Credit  Agricole  having  trained  agriculturists 
to  a  sense  of  responsibility  and  independence,  there 
are  indications  to  show  that  it  has  already  extended  its 
demoralising  efTect  to  other  classes.  Not  to  mention 
makers  of  artificial  fertilisers,  of  machinery  and  imple- 
ments and  the  like,  who  have  claimed  loans  as  coming 

*  A  circular  from  the  Minister  of  Agriculture  addressed  to  the 
regional  banks  on  25th  November,  1909,  calls  attention  to  the  fact 
that  the  reserve  funds  accumulated  in  regional  banks  are,  generally 
speaking,  altogether  insufficient  and  unequal  to  meeting  such  losses 
as  may  arise,  even  from  only  a  few  bad  debts  ;  it  accordingly 
admonishes  such  banks  not  to  make  advances  under  Bank  rate,  and 
to  carry  all  surplus  accruing  rigorously  to  reserve. 
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under  the  description  of  "  industries  agricoles,^' 
fisheries,  commerce,  industry  are  clamouring  for  the 
same  treacherous  Government  "  rainbow  gold."  And 
why,  indeed,  if  all  this  is  good  political  economy, 
should  they  be  left  out  in  the  cold  ? 

The  only  way  to  make  the  Credit  Agricole  bear  the 
(desired  fruit  is  to  decentralise,  to  go  down  to  the 
foundations  and  render  them  strong  enough  to  sustain 
the  weight  of  the  fabric  upon  their  pillars  instead  of 
being  kept  in  a  precarious  sort  of  equilibrium  by  the 
superstructure.  One  would  rather  not  see  State  money 
employed  in  this  way  at  all.  But  if  the  State  will 
play  the  banker,  at  any  rate  let  it  play  him  according  to 
bankers'  rules,  provide  the  money  but  secure  to  itself 
a  certain — and  educating — way  of  getting  it  back.  It 
has  not  got  that  at  present.  If  the  banks  do  not 
repay,  the  Government  may  stop  the  grant  ;  but  it  can- 
not do  more.  That  would  mean  a  collapse  of  the 
whole  structure.  From  a  constraining  responsibility 
thrown  upon  the  banks  for  finding  security,  all  the 
desired  good  practices — the  adoption  of  unlimited  lia- 
bility, careful  inquiry,  careful  checking,  the  collection 
of  deposits,  the  securing  of  a  place  in  the  market  entit- 
ling to  independent  discount  at  banking  institutions — 
would  follow  as  a  matter  of  course.  Would  that  such 
a  transformation  could  be  made  to  take  place  !  Why 
should  it  not  ?  The  German  Reichsverband  began  with 
relying  almost  wholly  on  State  support  ;  it  has  come  to 
prize  the  advantages  of  independence.  In  Egypt — 
which,  like  India,  is  in  this  matter  far  ahead  of  this 
most  civilised  country  of  ours — the  Government  began 
by  sending  out  men  with  bags  filled  with  gold  pieces 
among  the  fellaheen,  pressing  loans  upon  them.  We 
now  sec  it,  almost  under  pressure  of  public  opinion, 
preparing  to  adopt  genuine  co-operation.  The  French 
Government  might  do  the  same. 

*  *  * 
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Whatever  is  done  for  France  must,  of  course,  be  Algeria. 
done  also  for  Algeria.  Circumstances  are  in  that 
country  a  little  different  ;  there  is  a  smaller  area 
and  there  are  corresponding  smaller  figures  to  reckon 
with.  But  the  principle  applied  is  the  same.  The 
Bank  of  Algeria  has  been  made  to  advance  3,000,000 
francs  free  of  interest,  and  to  contribute  in  addition 
200,000  francs  annually  out  of  its  profits  during  the 
period  from  1900  to  1905,  afterwards  250,000  francs 
annually  up  to  191 2,  and  during  the  last  stage  for 
which  its  charter  runs  300,000  francs  annually  up  to 
1920. 

There  were  at  the  close  of  1908  thirty-four  regional 
banks  in  the  colony,  possessing  an  aggregate  paid-up 
share  capital  of  1,117,550  francs,  and  reserve  funds 
among  them  of  230,438  francs.  The  official  report 
complains  that,  as  in  France,  the  reserve  funds  increase 
"  too  slowly." 

With  the  addition  of  3,450,470  francs  provided  for 
them  by  the  State  (out  of  4,945,000  francs  paid  to  the 
Government  by  the  Bank  of  Algeria) — nothing  is  said 
in  the  official  Report  about  deposits,  which  may  be 
taken  to  be  non-existent — the  regional  banks  had  been 
enabled  to  discount  in  the  course  of  1908  14,625,625 
francs  of  acceptances  received  from  the  177  local 
banks  now  existing,  passing  on  8,689,825  francs  for 
rediscount  to  other  financial  institutions.  At  the  close 
of  the  year  they  held  in  their  bill-cases  3,711  accept- 
ances of  the  value  of  3,248,492  francs.  The  profit 
netted  annually  is  returned  as  about  175,000  francs, 
apart  from  gains  on  rediscount.  The  local  banks 
receive  their  advances  at  from  4  to  6j  per  cent, 
interest,  and  pass  them  on  to  their  members  at  from 
4  to  8  per  cent.  In  view  of  the  insufficient  employ- 
ment given  to  the  money  paid  by  the  Bank  of  Algeria 
in    credit    to    cultivators,    quite    recently    powers    have 
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been    conferred    upon     the    regional    banks    to    make 
advances    also    to    other    co-operative    societies,    as    in 
France . 
land  Settle-  V^illage   banks   acquire   a   special   value   and   import- 

Afgeria"  ^^^^    ^^    Algeria    in    view    of    the    settlement    of    that 

dependency  progressing  rather  slowly  with  husbandmen 
from  P' ranee.  An  intending  settler  who  can  show 
5,000  francs  in  cash  as  belonging  to  him,  is  allowed  a 
free  passage  and  receives  on  his  arrival  a  free  grant 
of  100  acres  of  land,  representing  a  value  of  from 
£320  to  £480.  That  seems  very  liberal.  But  a  failure 
of  crops  in  the  first  year  is  apt  to  exhaust  his  ready 
money.  Under  such  circumstances  settlers  find  their 
account  in  investing  1,000  out  of  their  3,000  francs 
in  shares  in  the  nearest  local  bank,  which  entitles 
them,  if  needed,  to  an  advance  of  4,000  francs,  so 
that  in  that  case  they  have  at  any  rate  8,000  francs 
of  cash  to  work  with. 


All  things  considered,  it  will  be  admitted  that  there 
is  at  present  in  France,  in  the  province  of  co-operative 
credit,  really  more  fair  show,  depending  on  outside 
support,  than  solid  substance.  There  are  fair  begin- 
nings, no  doubt,  here  and  there.  But  there  is  a  great 
deal  of  artificial  hothouse  forcing,  produced  with  pur- 
chased fuel  rather  than  by  natural  sunshine,  and  in 
general  co-operative  credit  must  in  France  be  looked 
upon  as  rather  still  in  process  of  development  than 
in  a  stage  of  maturity.  One  may  sincerely  hope  that 
out  of  the  present  struggles  and  strivings  something 
solid,  permanent  and  self -sufficing  may  be  evolved. 


CHAPTER   XVL 

OFFSHOOTS   AND    CONGENERS. 

Before   turning    from    the    larger    examples    quoted   Spread  of 
to    ourselves,    it    may    be    desirable    to    cast    a    rapid   Cred?"^*'^^ 
glance  across  the  countries  not   yet  touched  upon,  to 
show    how    co-operative     credit    is     making    its    way 
there,  actively,  although  still  only  on  a  smaller  scale. 

The  Netherlands  stand  nearest  to  ourselves,  alike  The  Nether- 
in  geographical  position  and  in  common  descent.  For-  1^"^^. 
ward  as  they  are  in  other  forms  of  co-operation,  more 
specifically  of  the  agricultural  type — they  had  admir- 
able co-operative  dairies  before  we  even  thought  of 
such — the  Netherlands  have  not  taken  up  co-operative 
credit  till  very  recently.  Some  of  their  distributive 
societies  indeed  since  some  time  maintain  savings  and 
loan  departments.  But  the  business  done  in  them — 
being  of  a  piece  with  what  is  done  in  our  friendly 
societies  exercising  credit  power's — does  not  amount 
to  much.  The  idea  of  co-operative  credit  appears  to 
have  first  come  from  Belgium  ;  and  the  Belgian  adap- 
tation of  Raifteisen  credit,  for  the  present  still  rules 
supreme.  The  local  societies  all  make  religious  educa- 
tion and  moral  and  economic  training  one  of  their  main 
objects  ;  they  enforce  unlimited  liability  ;  they  have 
small  districts  ;  they  issue  only  small  shares,  on  which 
dividend  is  limited  to  4  per  cent.,  and  take  no  entrance 
fee  higher  than  half  a  florin  (Dutch).*  The  Central 
Banks  will  not  accept  them  as  members  unless  they  bind 
themselves  to  such  conditions. 

*  The  Dutch  florin  is  equal  to  about  is.  8d.  of  our  money. 
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"  B<^renieen-  The  first  Dutch  Boerenleeubank  was  formed  at 
^°  ^"  Maasbracht,  in  Limburg,  in  1895  ;  the  second  followed 

at  Louneker  in  1896.  And  now  there  are  about  550 
banks,  with  about  35,000  members.  It  is  difficult  to 
quote  exact  figures,  because  co-operative  credit  is 
much  divided.  There  are  three  distinct  Unions,  with 
a  central  bank  to  each  ;  and  a  fourth  Union  is 
threatening  to  rise  up  in  protest  against  alleged 
neglect  of  the  religious  principle  in  the  Union  of 
Utrecht.  Some  few  banks,  moreover,  are  altogether 
unattached.  And  in  any  case  statistics  are  brought  out 
tardily. 

Division  is  unfortunately  for  the  moment  very 
strongly  impressed  upon  the  entire  Dutch  movement. 
But  nevertheless,  there  are  good  results  which  have 
led  to  the  ideal  state  of  things  in  which  there  are 
more  savings  than  there  are  loans  asked  for.  The 
234  societies  attached  to  the  Utrecht  Union  hold 
5,739,131  florins  to  only  4,413,629  florins  outstand- 
ing in  advances  ;  and  the  2 1 6  banks  affiliated  to 
Eindhoven  similarly  hold  6,930,133  florins  to 
4^963,032  florins.  This  does  not  mean  that  at  all 
times  every  bank  holds  more  deposits  than  it  deals 
out  loans.  There  are  times  when  for  want  of  cash 
the  general  market  has  to  be  tapped.  And  there  are 
many  banks  with  more  demands  for  money  than  they  can 
satisfy  from  deposits.  Under  either  aspect  the  Central 
Bank  asserts  its  utility,  in  the  one  case  as  a  balancing 
centre,  in  the  other  as  a  link  accredited  with  the 
general  market,  making  a  draft  upon  it  possible. 

There  are  two  principal  Unions,  representing  the 
bulk  of  the  movement.  There  is  a  third  at  Alkmaar 
answerable  for  at  most  thirty  banks.  In  addition, 
some  thirty  societies  attached  to  the  Utrecht  Co-opera- 
tieve  Centrale  Raiffeisenbank  are,  as  already  stated, 
threatening    a    secession,    in    order    to    form    a    Union 
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which  is  to  place  "  God,  the  family  and  property  " 
foremost  on  its  programme.  The  Utrecht  Union  is 
religious  and  educational  in  its  aims,  like  the  Raiffeisen 
Union  ;  but  it  is  neutral  in  matters  of  denomination. 
The  denominational  principle  is  not  the  sole  dividing 
feature  in  the  Netherlands  movement,  though  there  is 
keen  antagonism  between  Roman  Catholics  and  other 
Christians  and  no-Christians.  There  is  also  the 
struggle  so  much  in  vogue  now  between  bourgeois  and 
"  collectivists."  Of  the  two  principal  Unions,  that  of 
Utrecht  finds  its  main  support  in  North  and  South 
Holland,  the  Eindhoven  Union  in  Northern  Brabant 
and  Limburg.  In  Gelderland  and  some  other  provinces 
the  two  Unions  operate  side  by  side. 

In  either  Union  business  is  centred  in  the  Central  Central  Banks. 
Bank,  which  at  the  same  time  acts  also  as  inspecting 
and  propagandist  authority  and  as  Union  generally. 
The  Central  Bank  of  Eindhoven  exercises  a  very  far- 
going  prerogative  power  over  local  banks.  The  banks 
affiliated  to  it  are  not  only  not  permitted  to  join  any 
other  Union  (of  credit  or  otherwise)  without  its  express 
sanction  ;  they  are  also  forbidden  to  incur  any  serious 
liability  without  such  authority.  The  Central  Banks 
are  each  administered  by  a  committee  of  five  and  an 
inspecting  council  of  six  (or  more),  with  at  least 
one  member  in  each  case  retiring  every  year.  In 
addition,  the  Eindhoven  Central  Bank,  which  is  peculiar 
in  more  ways  than  one,  has  an  advisory  committee  of 
three,  to  represent  the  "  individual  "  banks,  which 
committee  is  separately  elected  at  the  general  meeting, 
and  endowed  with  precisely  the  same  prerogatives  of 
inspection  and  admonition,  reference  of  cases  to  the 
general  meeting,  &c.,  as  the  council  of  inspection. 
Also  the  two  important  societies,  "  Landbouwerbond  " 
of  Limburg,  and  the  "  Christian  Boerenbond  "  of 
Northern  Brabant,  are  in  this  Central  Bank  allowed  the 
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privilege  of  nominating  one  member  each  to  the 
council,  in  such  way  that  they  propose  two  candidates 
each,  one  of  whom  has  to  be  elected  by  the  general 
meeting.  In  the  last  place  the  general  meeting  of 
this  bank  also  elects  a  "  spiritual  adviser  "  {geestelijke 
adviseur) . 

All  this  is  a  little  unusual. 

Affiliated  banks  are  required  to  take  up  at  least  one 
share  each  in  the  Central  Bank.  However,  this  does 
not  necessarily  involve  a  great  pecuniary  sacrifice. 
For  in  Eindhoven  it  is  quite  sufficient  if  on  the  share 
of  1,000  florins  only  i  per  cent,  is  paid  up.  That  left 
in  1908,  out  of  474,000  florins  nominally  subscribed, 
468,791  florins  not  paid  up.  However,  the  Centra] 
Bank  had  2,125,054  florins  on  deposit  from  affiliated 
banks,  w^hich  gav^e  it  quite  sufficient  working  funds. 
The  Central  Bank  of  Utrecht  has  shares  of  only  500 
florins.  It  divides  its  shareholders  into  two  classes,  one 
of  which  is  required  to  pay  up  10  per  cent,  of  the  share 
value,  the  other  (the  larger  portion)  only  2  per  cent. 
That  gave  it  at  the  same  date  out  of  a  nominal  share 
capital  of  229,500  florins  only  15,500  florins  paid  up. 
This  bank  limits  its  advances  to  local  banks  to  40,000 
florins  (the  figure  has  recently  been  temporarily  raised 
to  50,000  florins  J  in  each  case,  charging  4j  per  cent, 
on  such  loans,  while  allowing  3^  per  cent,  on  deposits. 

The  Dutch  lesson  of  the  advantage  of  collecting 
sufficient  money  by  deposits  is  certainly  worth  heeding 
on  this  side  of  the  water. 

There  are  no  figures  extant  as  to  business  done, 
beyond  those  already  quoted  for  the  two  principal 
Unions.  Certainly  the  banks  are  appreciated.  Why 
on  earth,  in  view  of  such  plethora  of  money,  the 
Government  should  have  judged  it  necessary  to  come 
pecuniarily  to  the  aid  of  these  societies  one  is  at  a 
loss  to  conjecture,  except  that   that   is  now  the  almost 
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universal  fashion  on  the  Continent.  However,  it  votes  a 
grant  each  year  to  either  Union.  In  1907,  3,400 
florins  was  so  granted  to  Utrecht  and  2,500  florins  to 
Eindhoven.  Utrecht  having  taken  the  lion's  share  and 
holding  large  deposits,  was  not  satisfied  with  this,  and 
claimed  500  florins  more,  by  which  it  protested  that 
it  was  short.  That  is  the  result  of  accustoniing  socie- 
ties to  spoon-feeding  ! 

In  the  three  SCANDINAVIAN  kingdoms,  to  keep  Scandinavia. 
among  Teutons,  co-operative  credit  is  still  as  good 
as  unknown.  A  very  few  co-operative  banks  formed 
on  the  Schulze-Delitzsch  model,  when  Schulze's  name 
was  a  power,  have  lived  down  to  the  present  day 
in  a  languishing  way.  But  they  are  of  little  account. 
There  are  other  means  of  satisfying  such  demand  for 
small  credit  as  may  arise.  Large  employers  look  after 
their  workmen,  and  business  banks  endeavour  to 
accommodate  small  folk  out  of  a  portion  of  their  funds. 
In  Sweden  the  Kdssakreditiv  is  ^ill  much  in  vogue  for 
such  purposes.*  In  Den:\iark  the  Dansk  Arbejderbank, 
which  is  a  savings  bank,  employs  about  4  or  5  per 
cent,  of  its  funds  in  loans  to  small  people,  making 
only  a  moderate  loss  upon  such  transactions.  Within 
the  past  fourteen  years  £6,677,600  has  been  laid 
out  in  this  way,  and  the  loss  resulting  has  not  exceeded 
£442.  But,  generally  speaking,  the  working  popula- 
tion are  considered  too  well  off  to  require  credit,  and 
small  trade  has  moved  on  in  the  old  rut.  Scandinavia 
is,  of  course,  the  home  of  those  excellent  co-operative 
mortgage  banks,  of  which  I  have  spoken  elsewhere  .f 
But  they  do  not  concern  us  here. 

Slav  nations  appear  to  have  a  natural  bent  for  co-   Slav 
operation.      They   exhibit    it    in   all    branches    of   their   Countries. 

*  In  Sweden  the  co-operative  societies  have  quite  recently  decided 
to  form  a  distinct  bank  for  their  own  use. 
t  See  "  Co-operative  Banking,''  p.  268. 
P.B.  H    H 
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widely  diffused  family.  In  the  Prussian  provinces  of 
their  whilom  kingdom  the  Poles  have  organised  exem- 
plary societies  ;  in  Austria,  German  co-operators  com- 
plain that  Czechs  and  Slovenians  put  far  more  "  back  " 
into  their  co-operation  than  ever  the  Germans  have 
done.  Both  these  movements  have  already  been 
referred  to  in  their  proper  places.  The  country  of  the 
Southern  Slavs  is  the  chosen  home  of  the  zadruga  and 
similar  more  or  less  co-operative  organisations.  Russia, 
in  its  turn,  has  given  birth  to  the  widely-known  artels, 
as  well  as  to  the  wataga  and  congenerous  associations, 
which,  though  in  most  instances  not  fully  co-operative, 
nevertheless  manifest  a  distinct  disposition  towards 
action  in  common. 
Russia.  To  take  these  countries  one  by  one,  with  the  excep- 

tion of  the  prox'inces  already  spoken  of,  in  RUSSIA 
"  co-operative  "  credit,  although  still  in  only  few  in- 
stances anything  like  fully  co-operative,  has  un- 
doubtedly made  substantial  progress  since,  in  1895,  the 
State  bank  was  first  instructed  to  come  to  its  aid. 
The  late  Revolution,  which  awakened  the  spirit  of 
independent  action,  added  a  further  stimulus.  It  must 
have  been  a  surprise  to  many  to  learn  at  the  first 
National  Co-operative  Congress,  held  in  Russia  in 
September,  1908,  that  there  are  now  no  less  than  about 
8,000  co-operative  societies  of  some  sort  or  other  re- 
gistered in  the  empire.  In  other  respects  the  Congress 
gave  distinct  promise  of  further  advance.  For  the  pro- 
ceedings were  unmistakably  marked  by  spirit  and 
warm  interest.  And  the  inclination  shown  was  through- 
out towards  greater  freedom,  self-reliance,  and  more 
independent  action.  Thus,  for  instance,  a  motion  sub- 
mitted by  a  representative  of  the  Government  in  favour 
of  the  creation  of  a  State-endowed  Central  Bank,  more 
or  less  after  the  model  of  the  Prussian,  was  rejected 
by    a    large    majority,    which    immediately    afterwards 
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placed  on  record  its  desire  that  co-operative  societies 
should  establish  their  own  free  and  unsubsidised  Central 
Bank,  to  be  managed  by  themselves.  All  this  promises 
well.  For  if  there  is  one  objectionable  feature  which 
makes  itself  observable  all  through  the  struggles  of 
the  co-operative  movement  in  Russia,  it  is  that  ever- 
lasting meddling  and  muddling  —  meddling  and 
muddling  of  a  peculiarly  unreasonable  kind,  which 
gives  with  one  hand  while  it  takes  away  with  the 
other,  which  unnecessarily  subsidises,  in  order  after- 
wards foolishly  to  restrain  and  hamper.  Under  such 
treatment  no  institution  could  possibly  thrive.  There 
appears  to  have  been  an  idea  afloat  in  official  quarters 
that  co-operation  must  be  favoured,  but  that  co-opera- 
tive societies  must  be  bullied  and  harassed,  as  being 
potentially  revolutionary  committees. 

Among  the  co-operative  societies  existing  in  Russia 
credit  societies  bulk  largest.  It  is  no  more  than  natural 
that  this  should  be  so.  With  its  all  but  immeasurable 
expanse  of  cultivable  soil,  some  lumped  together  in 
immense  properties  of  1,125,000,  1,500,000,  and  even 
2,125,000  acres,  other  portions  divided  into  petty 
holdings  scarcely  sufficient  to  nourish  those  of  the 
25,000,000  or  so  peasant  families  who  are  called  upon 
to  live  upon  them,  empty  purses  are  bound  to  be  the 
rule. 

Russians  are,  as  M.  Thoerner  has  shown,  easily  con- 
tented. But  they  are  not  thrifty.  They  do  not  save. 
On  the  other  hand  they  are  always  ready  to  borrow. 

To  place  them  in  a  position  to  do  so,  State  and  Popular  Credit 
local  authorities  have  long  laboured,  endeavouring  to  Authoiitie^. 
devise  suitable  measures.  The  State  bank  was  made 
to  offer  credit  through  its  many  local  agencies.  In 
Russia  proper  the  zemstvos,  and  even  the  mirs,  in 
Poland  the  gminas,  all  being  local  administrative 
bodies,   have   set   funds  apart   for  loans   to   necessitous 
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peasants  of  their  particular  district  ;  special  banks 
have  been  formed  for  the  Bashkirs  and  Khirgizes  ; 
"  Apanage  "  and  "  Orphanage  "  funds  have  laid  out 
money  in  loans  ;  and  as  long  ago  as  in  1840  local 
"  Peasants'  Banks  "  were  formed  in  considerable  num- 
ber. All  these  institutions  are  of  course  altogether  non- 
co-operative.  However,  collectively  they  hold  a  good 
deal  of  money.  At  New  Year,  1907,  5,049  peasants' 
banks  surviving  were  returned  as  having  among  them 
30,624,000  roubles  share  capital  and  25,013,000 
roubles*  deposits,  with  50.156,000  roubles  outstanding 
in  credits.  That  means  that  on  an  average  every  bank, 
acting  in  a  district  peopled  by  about  1,000  cultivating 
owners  or  occupiers,  has  about  i  1,000  roubles  working 
capital  at  its  disposal.  Much  as  that  seems  in  the 
aggregate,  it  is  considered  far  too  little.  The  knell 
of  these  institutions  was  really  sounded  when  the 
Emperor  Alexander  emancipated  the  serfs,  and  thereby 
altered  the  entire  structure  of  Russian  society. 

Apart  from  this,  many  zemstvos  make  advances  to 
the  peasantry  on  the  security  of  grain  pledged.  And 
some  capitalist  banks  cultivate  small  credit  as  a  special 
branch  of  their  business.  The  loans  so  made  are  likely 
to  appear  to  our  eyes  ridiculously  small.  Thus  in  the 
district  of  Rouza  Prince  Tcherbatoff  found  the 
maximum  to  stand  at  25  roubles,  that  is,  roughly 
speaking,  50s.  Of  the  Gmina  banks,  which  are 
institutions  peculiar  to  Poland,  872  were  in  1907 
found  endowed  with  State  money,  the  remaining 
463  with  money  provided  by  municipal  bodies.  Their 
collective  capital  then  figured  at  about  1,500,000 
roubles.  In  addition  there  were  20,000,000  roubles 
of  deposits,  but  the  annual  l)usiness  done  did  n!)t 
exceed  20,000  roubles  per  institution. 

♦  One  rouble  is  equal  lo  not  quite  2s.  of  our  money. 
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It  ought  to  be  borne  in  mind,  while  dealing  with  Mortgage 
peasant  borrowings,  that  a  great  deal  has  been  done  ^'^^°"^- 
in  Russia  to  facilitate  mortgage  credit.  There  are 
more  than  twenty  public  mortgage  banks,  the  largest 
of  which,  at  Moscow,  does  a  more  substantial  business 
even  than  the  far-famed  French  Credit  Fonder.  Two 
of  these  banks,  at  Odessa,  have  about  100,000,000 
roubles  of  debentures  in  circulation.  The  entire  busi- 
ness of  the  twenty  or  so  banks  is  said  to  amount  to 
about  2,000,000,000  roubles.  In  addition  there  is  a 
"  Nobles'  Bank  "  and  a  "  Peasants"  Bank  " — the  latter 
being  specially  established  to  assist  peasants  in  acquir- 
ing their  own  holdings,  and  so  shaking  off  the  yoke  of 
the  Mir. 

On  the  top  of  all  this  "  provided  "  credit,  late  in  Beginnings  of 
the  day  came  credit  which  passes  by  the  name  of  Cr*edit^^^^^^^ 
"  co-operative,"  without  in  the  majority  of  cases  really 
deserving  it.  It  is  true,  there  are  said  to  have  been 
genuinely  co-operative  banks  formed  by  German 
settlers  in  the  days  of  the  great  Catherine.  However, 
nobody  seems  to  know  precisely  what  they  were. 
Something  of  a  beginning — a  pretentious  beginning  it 
looks,  but  figures  do  not  always  tell  true — was  made 
in  the  "  sixties,"  when  a  philanthropic  Russian  land- 
lord, M.  Louguinine,  who  had  sat  at  the  feet  of 
Schulze-Delitzsch,  played  the  part  of  an  economic 
Cyril  or  Methodius  to  his  race,  and  carried  the  new 
gospel  among  it.  As  many  as  2,456  societies  of  its 
type  are  known  to  have  been  registered.  But  a  con- 
siderable number  (about  960),  though  registered, 
never  really  came  to  life  ;  and  nearly  an  equal  number 
met  with  an  early  death.  However,  there  are  1,390 
now  in  existence,  and  without  doubt  they  represent 
the  purest  co-operation,  such  as  it  is,  to  be  met  with 
in  Russia.  But  even  375  of  these  borrow  money  from 
the    State.      They   appear    to    be    practically    the    only 
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"  co-operative  "   banks   which   collect  any   deposits  to 
speak  of. 

Prince  Vassiltchikoff  and  M.  Jakovleff  were  the  next 
economic  evangelists,  being  of  the  school  of  Raififeisen. 
Their  banks  appear  to  have  multiplied  freely,  but  in 
utter  dependence  upon  the  State.  There  are  said  to 
be  now  1,912,  every  one  of  which  borrows  money 
from  the  State  and  disposes  of  little  besides.  When 
M.  Jakovleff  formed  a  number  of  these  banks  in  his 
own  district,  requiring  that  members  should  qualify 
by  taking  a  share  each,  numbers  joined.  But  the  small 
share  taken  proved  to  be  only  the  sop  given — the 
"  egg  "  of  the  French  proverb — in  return  for  which 
a  very  much  larger  loan — in  French  parlance  a 
"  bullock  " — was  expected.  It  never  seemed  to  occur 
to  the  people  that  they  ought  to  provide  at  any  rate 
a  substantial  portion  of  their  own  cash. 
Stimulating  New  laws  more  or  less  friendly  to  co-operation  were 

Legislation.  sanctioned  in  1895  and  1904.  The  first  was  designed 
to  stimulate  the  action  of  the  State  bank,  which 
between  1872  and  1895  had  already  laid  out 
20,000,000  roubles  at  5  per  cent,  in  credit  to  the 
peasantry  and  to  co-operative  banks.  It  was  par- 
ticularly instructed  to  befriend  the  latter.  The  law 
of  1904  conceded  to  co-operative  societies  the  right 
to  lend  to  members  on  the  security  of  goods  and 
chattels,  which  were  to  be  allowed  to  remain  in  their 
owners'  use  (gaf^e  sans  dessaisissement),  up  to  60  per 
cent,  of  their  value.  Also  it  conferred  on  co-operative 
credit  societies  the  power,  which  our  Treasury  still  so 
jealously  withholds  from  our  own,  to  purchase  goods 
collectively  for  their  members.  On  the  other  hand  it 
introduced  absolutely  confusing  provisions  regarding 
supervision,  not  only  by  the  State,  but  in  any  case 
in  which  money  has  been  borrowed  from  the  State — 
which     condition     applies     to     literally     all     RailTeisen 
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societies  and,  as  observed,  also  to  375  claiming  to  be 
of  the  Schulze-Delitzsch  type — in  addition  by  the 
zemstvo,  by  the  "  Committee  of  Petty  Credit,"  and 
other  authorities,  none  of  whom  probably  know  much 
about  co-operative  credit  and  accountancy.  The  law 
also  places  restrictions  on  the  credit  to  be  given. 
The  persons  and  bodies  entitled  to  receive  such  are 
householders  only,  being  members,  and,  besides  these, 
co-operative  societies.  But  the  credit  is  limited,  if 
"  short,"  to  twelve  months,  if  "  long,"  to  five  years  ; 
if  secured  by  guarantee  to  300  roubles,  if  secured  by 
pledge  to  1,000  roubles.  One  of  the  more  important 
privileges  conferred  by  the  law  is  that  of  combining 
to  "  unions  "  ;  only  the  unions  must  not  act  as  Central 
Banks — which  is  really  what  it  is  most  desired  that 
they  should  do.  The  proverbial  "  coach  and  four  "  to 
drive  through  this  provision  has  been  found  in  the  prac- 
tice of  "  depositing  "  on  the  part  of  the  union  with  local 
banks,  though  even  that  has  not  been  much  resorted 
to.  Probably  the  unions  themselves  are  short  of 
cash.  As  for  their  taking  deposits  from  local  banks, 
there  appears  to  have  been  no  call  for  such  action. 
But  unions  are,  like  local  banks,  permitted  to 
purchase  goods  collectively  for  their  members.  And 
that  right  has  been  freely  made  use  of.  The  Union 
of  Taurida,  for  instance,  consisting  of  only  nine 
societies  with,  among  them,  about  2,000  members, 
in  1907  purchased  goods  to  the  value  of  32,500 
roubles. 

A   halfway   stage   between    doles    out   of   the   public   Hybrid 

1  •  ^-  i_    J  i.',^       Organisations. 

purse  and  genume  co-operation  was  reached  some  time  ^ 
ago  by  means  of  a  peculiar  description  of  societies, 
now  numbering  2)7 3 y  which  strongly  recall  the  Belgian 
and  Swiss  Unions  da  Credit^  and  which  are  designed, 
and  suitable  only,  for  business  men  engaging  in  rather 
considerable  transactions.     These  societies  are  accord- 
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ingly  to  be  met  with  only  it  towns — 105  at  present — • 
in  which  substantial  business  is  transacted.  Any  mem- 
ber claiming  a  loan  from  such  society  is  required  to 
pay  in  to  the  funds  of  the  society  10  per  cent,  of  the 
amount  which  he  proposes  to  borrow,  but  of  course  to 
make  himself  liable  for  the  full  amount.  Subject  to 
this  general  rule,  every  society  is  free  to  fix  the 
minimum  of  credit  to  be  given,  the  amount  of  which, 
multiplied  by  fifty,  is  recognised  by  the  law  as  the 
permissible  maximum.  At  New  Year,  1907,  the  ^y^ 
societies  had  among  them  256,800,000  roubles  out- 
standing in  loans.  Evidently  they  carry  on  a  not  in- 
considerable ordinary  banking  business,  by  the  side  of 
pure  credit.  For  at  the  date  named  they  had  in  their 
possession  108,000,000  roubles  due  to  customers  on 
their  drawing  accounts,  whereas  the  amount  due  to 
them  from  members  (on  cash  credit  or  overdraft)  was 
only  I  1,700,000  roubles. 
Schulze-  The     societies     styling     themselves     after     Schulze- 

Sod'eUes.  Delitzsch,  as  already  observed,  come  nearest  to  the  co- 

operative standard.  They  are  tolerably  large,  averag- 
ing 540  members  apiece.  It  may  surprise  our  British 
amateur  organisers  that  of  these  banks,  which  they 
quite  needlessly  dub  "urban,"  only  385  out  of  1,390 
find  their  working  sphere  in  towns.  The  remainder 
provide  credit  in  the  country,  among  agricultural  folk, 
who  include  landed  proprietors  of  the  larger  order  as 
well  as  small  men.  Of  the  1,390  societies  existing, 
847  are  known  to  have  possessed  in  1906  a  collective 
share  capital  of  14,560,000  roubles,  with  3,501,000 
roubles  of  reserve  funds  and  "  special  "  capital  at  its 
back.  The  deposits  held  amounted  to  32,248,000 
roubles,  in  addition  to  which  5,062,000  roubles  had 
been  borrowed  in  some  other  form.  The  loans  out- 
standing, at  the  date  mentioned,  amounted  to 
49,943,000  roubles.     The  balance  sheets  of   236  test 
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associations  of  this  description  in  1905  balanced  at 
26,250,000  roubles  on  either  side,  to  a  collective 
working  capital  of  only  5,505,000  roubles.  The  law 
limits  the  face  value  of  the  share  to  100  roubles,  and 
the  interest  payable  on  share  capital  to  10  per  cent. 
After  all,  all  things  considered,  the  record  of  these 
banks  is  not  a  bad  one,  and  they  are  fortunately 
admitted  to  be  gaining  on  the  non -co -operative  credit 
institutions. 

What  passes  in  Russia  as  an  adaptation  of  Raif-  Raiffeisen 
feisen  banks  is  much  more  of  a  caricature.  The 
Raiffeisen  features  retained  by  them  are  the  absence 
of  shares,  unlimited  liability  and  non -division  of 
profits,  which  go  to  make  up  an  indivisible  reserve 
fund.  However,  whereas  the  genuine  RailTeisen  banks 
advisedly  confine  themselves  to  small  districts,  their 
Russian  facsimiles  make  their  districts  large  ;  and 
whereas  the  Raiffeisen  societies  make  all  services  gra- 
tuitous, officers  of  Russian  societies  are,  as  a  rule,  paid. 
Above  all  things,  the  moral,  educating  and  elevating 
element  and  aim,  which  constitute  the  distinctive  fea- 
ture of  Raiffeisen  banks,  are  wanting.  The  law  even 
forbids  ministers  of  religion  to  take  any  active  part 
in  the  management.  The  societies  are  smaller,  of 
course,  than  the  Schulze-Delitzsch  banks,  averaging 
only  320  members  to  the  society,  in  spite  of  their  large 
districts.  Even  that  is  too  much  as  an  average  figure. 
About  sixty  of  them  seek  their  work  in  towns.  A 
return  recently  published  shows  that  on  ist  October, 
1907,  1,746  of  these  societies  had  collectively 
19,293,000  roubles  outstanding  in  loans.  The  capital 
belonging  to  them  amounted  to  551,000  roubles,  in 
addition  to  549,000  roubles  reserve  funds  and  208,000 
roubles  "  special  "  capital.  The  deposits  in  their 
hands  figured  at  11,467,000  roubles.  Besides  that 
money    balance    they    had    goods    in    stock,    purchased 
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tor  resale  to  .their  members,   to  the  value  of    191,000 
roubles. 
Unions.  There   are,   as   observed,    "  Unions  " — however,   only 

eight,  and  of  those  eight  only  five  are  actually  at  work. 
They  are  composed  of  every  variety  of  society,  not 
purely  of  credit  societies.  Their  main  object  appears 
to  be  propaganda,  supplemented  by  inspection  of 
societies.  They  appear,  in  fact,  to  have  been  sug- 
gested by  the  German  Revisionsverbdnde . 

Evidently  co-operative  credit  in  Russia  requires  a 
great  deal  more  to  be  done  to  it  before  it  can  be 
admitted  to  qualitative  equality  with  that  of  other 
countries.  Even  in  bulk  it  is  still  inferior  to  non-co- 
operative credit  of  corresponding  pretensions.  The 
number  of  non-co-operative  institutions  is  given  as 
6,500,  that  of  "  co-operative  "  as  3,650.  There  are 
no  figures  to  indicate  how  the  business  of  the  two 
sets  of  institutions  compares.  But  it  is  said  that  by 
means  of  the  two  between  them  the  opportunity  for 
borrowing  has  been  brought  within  the  reach  of 
3,280,000  people,  1,785,000  of  whom  are  reported  to 
have  actually  taken  advantage  of  it.  Seeing  what 
countless  millions  of  people  Russia  harbours,  there 
remains  much  to  be  done  in  bulk  as  well  as  in 
quality. 

However,  although  things  are  undoubtedly  still  back- 
ward, there  must  be  admitted  to  have  been  very  note- 
worthy advance,  and  there  is  now  an  unmistakable 
desire  among  the  Russian  people  to  perfect  and  extend 
co-operative  credit  institutions.  Co-operative  spirit 
has  already  been  aroused.  And  witii  the  Duma  in 
power  one  may  hope  that  "  Third  Section  "  methods  of 
Government  interference  will  cease.  There  is  immense 
scope  for  co-operative  credit,  notv/ithstanding  the 
absence  of  thrift.  The  national  character  is  well 
adapted    to    it.      And,    please    God,    Russia    will    soon 
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benefit  by  it  in  a  large  measure  in  its  genuine  undi- 
luted form.* 

It    is    necessary    for    one    moment    to    overstep    the   Finland. 


*  While  these  sheets  are  passing  through  the  press,  the  following 
statistics  are  published  relating  to  co-operative  banks  in  Russia  : — 

(a)  Banks  of  the  Schulze-Delitzsch  Type. 

Balance-sheets  of  1,644  banks  with  443,000  members 

on  1st  January,  1909. 

Corresponding  figures  in  1905,  847  banks  ;  399,000  members. 

Liabilities. 


Assets. 

Advances  outstand- 
ing        ..         . 

Deposits  with  other 
banks    . 

Effects 

Cash  in  hand 

Goods  in  stock 

Plant 

Loss  made 

Total 


Roubles. 

55,275,000 

3,073,000 
4,071,000 
1,539,000 
75,000 
1,381,000 
133,000 

66,047,000 


Share  capital 
Reserve  funds 
Other  funds 
Deposits    . 
Credits 
Money  owing 
Various     . 
Profit  earned 


Total 


Roubles. 

15,679,000 

2,989,000 

595,000 

38,215,000 

5,332,000 

1,719,000 

4,000 

1,514,000 


66,047,000 


{J})  Banks  of  the  Raiffeisen  Type. 

Balance-sheets  of  2,853  banks  with  1,420,000  members 

on  1st  April,  1909. 

Corresponding  figures  for  ist  January,  1908,  1,871  banks; 

820,000  members. 

Liabilities. 


Assets. 

Advances    outstand- 
ing 
Deposits  elsewhere 
Eftects 
Cash  in  hand 
Goods  in  stock 
Plant 
Loss  made 

Total 


Roubles. 

43,031,000 
1,231,000 
320,000 
976,000 
483,000 
642,000 
1 ,030,000 


47,712,000 


Share  capital 
Loan  capital 
Reserve  funds 
Other  funds 
Deposits  . 
Credits 
Money  owing 
Various 
Profit  earned 

Total 


Roubles. 

1,821,000 

4,940,000 

1,016,000 

612,000 

22,381,000 

14,914,000 

225,000 

71,000 

1,732,000 

47,712,000 
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boundary  line  of  the  Slav  race  to  consider  co-operative 
credit  in  Finland.  Like  the  Danes  after  their  dis- 
comhture  in  1864,  the  Finns  have  sought  relief  after 
BobrikofT  rule  in  agricultural  co-operation,  into  the 
practice  of  which  they  have  thrown  themselves  with 
rare  resolution  as  a  patriotic  duty.  And,  being  well  led, 
they  have  already  accomplished  not  a  little.  However 
credit,  though  sadly  wanted,  has  for  very  intelligible 
reasons  been  the  last  phase  to  be  taken  up.  Population 
is  sparse,  and,  accordingly,  comparatively  large  dis- 
tricts are  a  necessity.  Such  are  not  in  themselves  con- 
genial to  the  Raiffeisen  principle,  which  was  considered 
to  be  alone  suitable  to  the  circumstances.  The  peasan- 
try were  furthermore  afraid  of  unlimited  liability,  which 
the  Raififeisen  system  absolutely  requires,  and  which 
for  that  reason  the  Central  Bank,  formed  to  provide 
local  societies  with  funds,  with  greater  wisdom  than 
that  exhibited  by  the  Central  Institution  of  the  Finns 
of  the  South,  that  is,  the  Magyars,  inflexibly  insists 
upon.  And  in  the  last  place  co-operators  found  a 
serious  obstacle  laid  in  their  way  by  the  existing  law, 
which  prohibits  co-operative  societies  from  taking  de- 
posits from  non -members,  whereas  members  of  course 
have  only  little  to  deposit. 

All  these  hindrances  have  been  overcome.  Districts 
have  had  to  be  made  rather  extensive,  measuring  often 
6  to  1 2  miles  in  diameter.  But  suf^cient  touch  has 
been  established,  and  societies  which  began  in  1903 
with  from  fifteen  to  twenty  members,  in  1  909  numbered 
forty,  sixty,  100,  and  even  150.  Management  is  well 
conducted  by  committees  of  five,  and  advances  are 
honestly  repaid,  although  in  some  instances  no  security 
is  taken  and  the  lending  is  simply  on  note  of  hand, 
running  for  a  few  months  only,  or  a  year,  or  in  some 
cases  up  to  eight  years.  The  people  know  whom  they 
have  to  deal  with.     In  every  case  the  object  of  a  loan 
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has  to  be  stated,  approved  and  adhered  to.  Such  loans 
are  as  a  rule  small,  often  not  exceeding  10  Finnish 
marks,*  though  they  may  be  granted  up  to  2,000 
marks.  The  rate  of  interest  fluctuates  between  5  and 
5^  per  cent.,  the  money  being  obtained  from  the  Cen- 
tral Bank  at  about  4^  per  cent.  Shares  are  a  little 
larger  than  in  Germany,  but  in  some  cases  only  of  the 
value  of  10  marks,  more  commonly  of  from  50  to  60 
marks,  and  in  some  instances  of  75  to  100  marks. 
There  is  no  real  departure  from  principle  in  this,  espe- 
cially as  very  long  time,  up  to  ten  or  twelve  years,  is 
allowed  for  paying  up.  One  rather  regrettable  depar- 
ture from  Neuwied  rule  is  that  the  reserve  fund  is  not 
made  indivisible.  Part  of  it  is,  however,  made  avail- 
able for  local  purposes  of  public  utility. 

The  real  hitch  lies  in  the  provision  of  money.  A  State- 
Savings  deposits  there  are  as  good  as  none.  So  the  CenuarBank 
Finns  have  thought  that  they  must  fall  back  upon  a 
Central  Bank,  and  that  that  bank  must  in  its  turn  fall 
back  upon  the  State.  The  Czar  having  signified  his 
assent,  the  Central  Bank  was  formed  in  1902  with 
300,000 — since  increased  to  333,000 — marks  share 
capital,  subscribed  by  individuals — for  at  that  time  there 
were  not  yet  any  local  banks — but  to  be  eventually 
transferred  entirely  to  local  banks,  when  there  will  be 
such.  The  Central  Bank  is  administered  by  a  board 
of  six,  two  of  whom,  together  with  the  managing  direc- 
tor, form  the  executive.  Two  additional  representa- 
tives are  consulted  whenever  credit  (which  is  always 
given  in  the  shape  of  current  account)  is  asked  for  by 
a  local  society.  However,  the  bank's  own  share  capital 
does  not  go  far.  The  bank  was  not  formed  until  the 
Government  had  agreed  to  let  it  have  a  long  State 
advance  of  4,000,000  marks,  which  not  proving  any 
longer  sufficient,  an  additional  credit  of  5,000,000 
*  A  Finnish  mark  is  about  equal  to  a  franc. 
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marks  has  been  applied  for.  In  addition,  the  State 
allows,  for  ten  years,  200,000  marks  a  year  towards 
management  expenses,  inspection  and  the  like. 

With  such  assistance — the  recourse  to  which  is  to 
be  regretted,  although  it  may  under  the  circumstances 
have  been  unavoidable — by  summer,  1909,  364  local 
banks  had  been  established.  There  are  precise  figures 
obtainable  only  in  respect  of  308  societies  existing  in 
1908,  which  numbered  11,878  members,  estimated  to 
own  among  them  property  to  the  value  of  52,780,000 
marks.  The  share  capital  and — for  the  present  still 
infinitesimal — reserve  funds  of  the  societies  amounted 
to  about  40,000  marks,  being  8  per  cent,  of  the 
entire  sum  of  money  employed.  The  Central  Bank,  to 
which  268  of  the  societies  were  affiliated,  advanced 
3,257,000  marks  to  them,  having  at  the  close  of  the 
year  2,878,000  marks  standing  to  its  credit.  The 
local  societies  in  their  turn  had  lent  out  3,168,000 
marks  to  their  members. 

It  will  be  seen  that  the  State -endowed  Central  Bank 
still  plays  the  most  important  part  in  the  whole  move- 
ment. This  may  have  been  unavoidable,  as  the  local 
peasantry  had  first  to  be  educated  up  to  the  proper 
standard.  It  was  large  landowners  who  took  the  matter 
in  hand.  Even  now  the  small  peasantry  represent  only 
about  15  per  cent,  of  the  membership.  The  Central 
Bank,  among  other  things,  acts  also  as  inspecting  body. 
The  local  societies  appear  scarcely  ripe  for  carrying 
out  the  inspection  themselves.  In  any  case  the  Central 
Bank  acts  in  this  way  and  appears  to  give  satisfaction. 
One  may  hope  that  as  co-operation  brings  about  educa- 
tion in  business,  something  more  truly  co-operative 
may  result  from  this  elementary  leading  and  feeding 
from  above. 

In  respect  of  one  point,  the  Finns  have  certainly  the 
advantage  of  ourselvc-..      Their  Government  has  readily 
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accorded  to  this  highly  civilised  race  powers  of  pur- 
chasing and  selling  goods  in  common  on  behalf  of 
members  which  our  Treasury  still  jealously  withholds 
from  us  backward  Britons.  The  exercise  of  those 
powers  has  been  found  not  only  absolutely  free  from 
danger,  but,  in  addition,  highly  useful  to  the  rural 
population.  Oh,  for  an  enlightened  Russian  to  preside 
over  our  Treasury  ! 

Now  we  go  back  to  the  Slavs. 

Servia  has  in  its  co-operative  credit  institutions  of  Servia. 
course  absolutely  less  substance  to  show,  but,  on  the 
other  hand,  far  greater  loyalty  to  principle  than  Russia. 
And  it  is  not  only  the  country  which  is  forward  in  co- 
operation. It  is  also  the  race.  Apart  from  the  Union 
of  People's  Banks  in  emancipated  Servia,  there  are  dis- 
tinct Servian  unions  in  Croatia  (embracing  283  socie- 
ties with  9,082  members,  and  doing  an  annual  business 
of  16,636,145  kronen),  in  Dalmatia,  and  one  at  present 
forming  in  Bosnia  ;  and  even  in  Turkey  Servians  are, 
so  far  as  is  known,  the  only  race  to  have  ventured  upon 
co-operative  action,  having  formed  a  small  cluster  of 
Raiffeisen  banks. 

Servia  has  indeed,  in  its  brief  time  of  independence, 
set  a  brilliant  example  to  other  nations  by  organising 
co-operation,  and  more  particularly  co-operative  bank- 
ing, with  a  degree  of  assiduity  and  success  which  cer- 
tainly deserve  commendation.  Servia  needed  co-opera- 
tive credit,  for  usurers  were  fleecing  its  peasantry — • 
that  is  to  say,  the  great  bulk  of  the  nation — ^to  the 
tune  of  400,  500,  and  even  1,000  per  cent,  of  interest, 
to  such  an  extent  that  the  Skuptchina  felt  itself  called 
upon  to  interfere,  and  to  pass  a  law  which,  in  theory 
at  any  rate,  vests  all  property  in  land  in  the  State. 
Mortgaging  and  selling  are  accordingly  made  impos- 
sible without  the  consent  of  the  authorities.  This  law 
is  held  to  have  worked  well,  and  to  have  accomplished 
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its  end — thanksv,  I  should  say,  to  the  concurrent  creation 
of  convenient  institutions  for  providing  credit  on  more 
reasonable  terms.  Servia  is  a  country  with  only  about 
2,000,000  inhabitants,  99  per  cent,  of  whom  are  en- 
gaged in  agriculture,  the  majority — that  is,  about  79 
per  cent. — being  occupiers  of  holdings  of  from  5  to  25 
acres  (of  land  not  nearly  in  the  same  state  of  cultiva- 
tion as  ours),  15  per  cent,  of  holdings  of  from  25  to  50 
acres,  and  only  5  per  cent,  owning  larger  properties. 
Such  an  economic  situation  makes  co-operation— 
at  any  rate  co-operation  for  purposes  of  credit — almost 
a  necessity.  Servians  were  not  slow  to  set  their  hand 
to  it,  once  emancipation  made  such  move  possible. 
Political  reverses  appear  to  have  added  a  fresh  stimulus 
— just  as  they  have  done  in  Denmark  and  in  Finland — 
and,  baulked  in  their  political  ambitions,  Servians  have 
turned  with  redoubled  energy  to  the  development  of 
co-operation  as  a  means  of  advancing  material  pro- 
gress . 
Industrial  ^^   ^^^   early   days    of   the   movement  'it   was    rather 

Banks.  "  urban  "     co-operative    credit — so    to    call    it — which 

made  headway.  Trade  is  in  Servia  all  on  a  small 
scale.  There  are  no  large  factories  ;  all  is  petty, 
very  much  in  want  of  money  ;  and  it  was,  accordingly, 
for  the  relief  of  small  trade  that  co-operative  banking 
was  first  introduced.  The  first  Servian  People's  Bank 
was  formed  at  Belgrade  in  1881.  It  has  a  managing 
committee  of  fifteen,  a  supervising  council  of  seven. 
There  are  practically  no  legal  limits  to  its  transac- 
tions ;  accordingly  its  operations  have  been  compre- 
hensive. But  credit  remains  the  principal  business, 
being  dealt  out  in  exchange  for  acceptances,  which  are 
well  understood  in  Servia,  at  rates  of  interest  which 
vary,  commonly  s])eaking,  between  7  and  12  per  cent. 
That  is  moderate  for  Servia. 

Such  business,  for  reasons  still  to  be  e.xplaincd,  has 
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proved  attractive,  and  accordingly  "  urban  "  banks 
have  multiplied  and  exist  now  to  the  number  of  about 
120,  commanding  collectively  about  30,000,000  dinars 
(francs)  share  capital,  with  about  12,000,000  dinars 
reserve  funds,  and  doing  an  annual  business  of  about 
1,500,000,000  dinars. 

But,  alas,  for  the  profession  of  "  co-operative  "  prin- 
ciple, which  is— like  the  professions  of  "  religion," 
according  to  Mme.  Rplland's  famous  "  mot  "—made  to 
cover  a  multitude  of  iniquities,  from  labour  politics  on 
one  side,  masquerading  as  non-political  co-operation,  to 
rank  usury  on  the  other  !  There  is  no  co-operative 
character  whatever  about  these  banks.  Just  as  the 
"  interest  "  in  shares  permitted  by  the  law  is  not 
limited,  so  there  is  no  limit  set  upon  dividend  ;  nor 
is  there  any  provision  made  for  the  restriction  of 
business  to  members  only.  Accordingly  these  banks 
do  business  with  whoever  offers  such.  They  pay  their 
shareholders  dividends  up  to  10,  12,  and  15  per  cent. 
And,  liability  being  limited,  they  allow  members  to 
hold  any  number  of  shares.  Investments  are  scarce 
in  Servia,  and  co-operative  bank  shares  are  reputed 
"good."  Accordingly  wealthy  members  have  bought 
up  shares  to  the  number  of  200,  300,  and  even  1,000 
each,  practically  converting  the  concern  into  a  joint- 
stock  business.  All  is  fish  that  comes  to  their  net, 
so  they  lay  themselves  out  for  insurance  business  and 
"  toutes  sortes  d'affaires  d' age  nee  et  de  commission  r 
They  "  run  "  succur sales  at  Salonica  and  Ueskueb, 
acting  in  one  place  as  agents  for  the  Ottoman  Govern- 
ment, in  another  for  the  Servian,  and  lay  themselves 
out  for  promoting  foreign  trade  like  a  German  "  Export 
Bank."  The  hands  are  the  hands  of  Co-operation,  but 
the  voice  is  the  voice  of  Profit. 

The    agricultural    banks    of    Servia    stand    upon    an 
altogether  different  footing.     They  are  Raiffeisen  banks 
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Agricultural 
Banks  of 
the  kaiffeisen 
Type. 


Co-operation 
of  other 
Forms. 


A  Central 
Bank. 


of  the  purest  type — under  difficulties,  because  Servian 
law  is  adverse  in  not  allowing  unlimited  liability — 
without  dividend,  every  overplus  being  carried  to  an 
indivisible  reserve  fund  ;  and  they  deal  only  with 
members.  Their  liability  is  really  unlimited,  although, 
to  make  it  so,  Servians  have,  like  ourselves,  had  to 
strain  the  law  a  little,  making  this  a  matter  of  "  con- 
tract." The  oldest  of  these  institutions,  the  "  bank  " 
of  Smederdvo,  was  formed  by  M.  Michel  Avramovitch, 
who  is  really  the  leader  and  the  soul  of  the  movement, 
in  August,    1893. 

At  the  close  of  1908  there  were  827  such  banks 
registered,  all  being  organised  in  the  same  way,  with 
about  40,000  members,  all  being  heads  of  families, 
among  whom  there  were  about  i  50  men  of  liberal  pro- 
fessions, about  400  school  masters,  300  parish  priests, 
and  the  remainder  all  bond  fide  peasants.  Their  regis- 
tered capital  stood  at  2,500,000  dinars,  their  deposit 
capital  (savings)  at  about  3,000,000  dinars,  and  their 
annual  business  amounted  to  36,000,000  dinars. 

As  has  happened  elsewhere,  the  presence  of  such 
rural  co-operative  credit  has  given  an  effective  stimulus 
to  co-operation  of  other  sorts,  which  did  not  previously 
exist.  There  are  about  iio  village  stores  of  the  true 
Rochdale  type,  180  societies  for  the  common  purchase 
and  use  of  machinery  and  implements,  fifteen  co-opera- 
tive dairies,  sev'en  vintners'  associations,  and  nearly 
100  agricultural  co-operative  societies  of  other  de- 
scriptions, among  them  a  number  of  co-operative 
granaries,  such  as  we  do  not  yet  possess. 

In  common  with  the  rural  banks  these  societies  have 
formed  a  Central  Bank,  at  the  service  of  all,  taking 
deposits  and  making  advances,  with  2,000,000  dinars  share 
capital,  all  of  it  subscribed  by  societies,  and  all  but  200,000 
dinars  already  paid  up.  In  every  continental  country,  it 
appears  the  State  must  needs  have   a   finger  in  the  co- 
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operative  pie,  and  so  in  this  case  it  has  placed  a  credit  of 
2,000,000  dinars,  free  of  interest,  at  the  disposal  of  the 
Central  Bank.  That  bank  deals  only  with  members  and, 
having  the  free  credit  from  the  State  to  draw  upon,  and 
having  placed  a  limit  upon  dividend,  so  as  to  make  it  to 
correspond  exactly  with  the  rate  allowed  upon  deposits, 
makes  to  such  advances  at  from  3  to  5  per  cent. — never 
charging  more  than  3  per  cent,  to  dairies  and  other 
agricultural  co-operative  productive  societies.  In  such 
way  the  Central  Bank  did  in  igo8  a  business  of  28,000,000 
dinars.  It  acts  at  the  same  time  as  controlling  authority, 
and  has  organised  a  very  searching  inspecting  service, 
sending  its  skilled  inspectors  about  from  bank  to  bank, 
and  lev}'ing  on  local  banks  as  remuneration  for  such  and 
other  services  10  per  cent,  of  their  annual  net  profits. 
The  "  Union  "  is  active  at  propaganda  and  co-operative 
education.  Since  October  igoS,  it  maintains  a  special 
"co-operative  school,"' in  addition  to  organising  lectures 
and  local  classes,  the  pupils  of  all  of  which  are  periodically 
subjected  to  examinations. 

There  can  be  no  doubt  that  these  banks  are  in  their  Educationa. 
humble  way  doing  economic  good,  though  the  bulk  of  the 
good  to  be  done  is  of  course  still  to  come.  As  regards 
their  educational  results  I  cannot  resist  the  temptation  to 
translate  from  M.  Avramovitch's  Report  the  following 
record : — 

'*  Peasants  who  used  to  spend  their  days  in  the  public-house,  play- 
ing cards  and  boozing,  have  thrown  off  that  habit.  In  the  village  of 
Rattaree,  before  a  bank  was  there  called  into  being,  the  j^ublican  paid 
480  francs  rent  for  his  cafe,  and  did  well.  This  year  scarcely  could  he 
be  brought  to  pay  the  parish,  which  owns  the  cafe,  as  much  as  210 
francs.  And  even  on  that  lower  rent  he  has  made  a  loss.  One  day, 
making  the  round  of  our  village  banks,  I  went  into  the  tavern  of  the 
village  in  which  I  happened  to  stop,  and  there  the  publican  at  once 
began  complaining  to  me  about  the  distress  in  which  he  had  been 
landed,  since  scarcely  any  one  now  comes  to  his  inn,  either  to  drink  or 
to  play  cards.  And  indeed,  whereas  at  other  times  I  have  in  this  inn 
seen  plenty  of  beer,  wine,  absinthe,  and  other  liquor  about,  this  time  I 
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found  none.     In  the  village  of  Mihailovatz  there  used  to  be  two  inns  ; 
but  one  has  had  to  close  its  doors  at  New  Year.      On  one  occasion  a 
member  of  a   village  bank  was  seen  playing  cards  and   losing   four 
francs.    He  was  brought  before  the  Committee  and  summarily  expelled. 
Other  members,  who  were  suspected  of  indulging  in  play,  took  warn- 
ing, and  are  now  rarely  to  be  seen  in  the  public-house.      Throughout 
Servia  the  municipal  elections  serve  as  an  occasion  for  fighting  and 
quarrelling.      Wherever   village   banks   have   been   established,   the 
elections  now  pass  off  in  perfect  peace  and  good  feeling.     The  Annual 
Report  of  the  Managing  Committee  of  the  Village  Bank  of  Azagna 
says  on  this  point  :  '  Our  association  has  drawn  us  together  and  made 
us  friends  of  one  another,  as  should  be  the  case  amongst  honest  and 
well-conditioned  folk.     It  has  taught  us  to  respect  one  another  and  to 
help  one  another,  to  enable  each  to  live  better  and  to  work  better.     In 
little  time  it  has  made  us  learn  many  useful  thmgs  which  our  schools 
have  failed  to  teach  us.'     Our  schoolmasters  and  priests  {popes),  who 
were  formerly  political  agitators,  have  become  agitators  for  the  cause 
of  co-operation.     In  one  year  only   Servia  has  seen  fifteen   village 
banks  start  up  in  three   Departments.     There  would  be  more  if  the 
ordinary  banking  establishments  would  open  their  credit  to  our  ^ame^. 
They  have  now  promised  at  their  next  annual  meetings  to  introduce 
regulations  into  their  rules  providing  for  this.     No  doubt  the  parishes 
as  well  will  find  means  of  employing  their  large  capitals  now  invested 
in  various  stocks  and  effects  for  the  benefit  of  agriculture  by  the 
interposition  of  our  village  banks." 

The  Balkan  Even  apart  from  Servia,  which  in  this  matter  leads  the 

Peninsula.        way,  the  Balkan  peninsula  seems  all  alive  with  more  or 

less    successful  attempts  to  organise   popular   credit   for 

agriculture — everywhere  except  in  Turkey,  which  has  its 

State-  endowed  Agricultural  Bank,  and  only  a  few  straggling 

Servian  co-operate  credit  societies  to  vindicate  the  merits 

of  self-help  on  co-operative  lines.     However,  everywhere 

except   in  Greece,  which  moves  drowsily  along,  declaring 

that  at  the  present  stage  it  requires  no  co-operative  credit, 

such  "  co-operation  "  still  shows  itself  inspired,  guided  and 

fed  from  above.     It  is  everywhere  a  State  Bank,  endowed 

with  public  money,  which  provides  the  funds  ;  it  is  officers 

of  the  State,  priests  and  schoolmasters  who  attend  to  the 

propaganda  ;    and  all  that  co-operation  is  expected  to  do 

for  the  present  is  to  arrange  the  organisation. 
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Not  to  overstep  for  the  present  the  limits  of  the  Slav  Bulgaria, 
family— of  which,  to  be  sure,  Bulgaria  is  only  an  adopted, 
but  by  the  present  time  a  closely  assimilated,  child— there 
is  that  pushing  little  principality,  lately  become  a  kingdom, 
keen  for  the  development  of  business  and  national  pros- 
perity (very  desirous,  among  other  things,  to  form  business 
connections  with  ourselves),  setting  an  example,  it  is  true 
of  State  aid,  but  certainly  of  laudable  activity.  It  is,  of 
course,  a  country  of  peasant  holdings,  but  of  holdings  of 
peasants  possessing  little  or  no  working  capital.  A  few 
banks  more  or  less  after  the  model  of  the  Schulze-Delitzsch 
societies,  have  found  their  way  into  urban  or  semi-urban 
districts  in  comparatively  early  days,  to  struggle  on  with- 
out making  much  headway.  One  little  bank  of  the  Luzzatti 
type  has  been  formed  in  Sofia,  and  is  said  to  be  progress- 
ing surely,  although  only  very  slowly.  The  type  which 
Bulgaria  mainly  depends  upon  for  credit  services  to 
agriculture  is  that  of  Raiffeisen.  However,  such  depend-  Raiffeisen 
ence  is  of  quite  recent  date.  Up  to  some  years  ago  ^''"'''• 
eighty-five  non-co-operative  agricultural  banks,  con- 
solidated in  1894  into  an  Agricultural  Bank,  endowed  by 
the  State  with  40,000,000  leva  (francs)  share  capital, 
having  branches  (about  200  in  all,  including  "  agencies") 
in  all  towns  of  even  the  smallest  importance,  and  laying 
itself  out. especially  for  cultivating  credit  business  with  the 
peasantry,  were  held  to  supply  all  that  was  needed.  In 
1894  M.  J.  E.  Guechoff,  at  the  time  Minister  of  Agri- 
culture—having made  a  special  study  of  co-operative 
credit  elsewhere— first  called  attention  in  the  Chamber  to 
the  utility  of  Raiffeisen  banks,  and  carried  a  resolution 
which  authorised  the  Agricultural  Bank  to  advance  money 
to  banks  of  such  description.  By  1897,  on  the  strength  of 
this  concession,  two  little  Raiffeisen  banks  had  been 
formed  in  the  district  of  Roustchouk.  However,  both 
proved  doomed  to  an  early  death.  The  matter  was  not 
yet  understood— ^ow^  comme  chez  nous.      A  fresh  beginning 
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was  made  in  1899  in  the  same  district,  and  the  three  little 
banks  then  formed  may  be  said  to  have  become  the 
parents  of,  or  at  any  rate  models  for,  the  little  host  of 
(in  September,  1909)  559  credit  societies  which  now 
cover  a  goodly  portion  of  the  ground  in  Bulgaria.  Such 
rapid  advance  is,  in  the  first  place,  of  course  due  to  the 
generous  ministrations  of  the  Agricultural  Bank— which 
has  supplied  about  70  per  cent,  of  the  funds  employed*— 
but  above  all  to  the  stimulating  propaganda  of  the  local 
clergy  and  schoolmasters  who  appear  to  be  everywhere  at 
the  head  of  the  movement.  This  shows  at  any  rate  that 
the  banks  are  of  a  thoroughly  "  popular  "  character,  com- 
posed, under  more  cultured  guidance,  of  the  small  peasantr}-, 
who  readily  follow  such  leaders,  and  whose  wants,  in  the 
majority  of  cases,  take  the  shape  of  advances  only  between 
50  and  300  leva  (£2  to  £12).  There  is  little  at  all  lent  to 
one  borrower  above  500  leva.  At  the  close  of  1907  there 
were  24,870  advances  outstanding,  for  collectively  5,416,961 
leva. :  Of  these  4,777,  of  the  amount  of  152,927  leva,  were 
for  50  leva  and  under  ;  5,595,  representing  473,066  leva,  for 
loans  from  50  to  100  leva;  5,977,  oi  988,114  leva,  for  100 
to  200  leva,  3,309  of  885,703  leva,  from  200  to  300  leva, 
1,905,  of  703,592  leva,  from  300  to  400  leva,  and  1,279,  of 
560,527  leva,  from  300  to  500  leva.  There  remained 
2,028,  for  collectively  1,653,031  leva,  of  largec  amount. 
Of  the  sum  named  2,337,585  leva,  that  is  44  per  cent,  (in 
value),  of  the  whole  amount  had  very  accountably  been 
borrowed  to  pay  off  old  debts  contracted  at  higher  rates: 
1,301,140  leva  for  purchase  of  real  estate,  425,812  leva  for 
purchase  of  live  stock,  245,902  leva  for  payment  of  taxes, 

*  At  the  close  of  190S  returns  furnished  by  228  village  banks 
showed  their  collective  indebtedness  to  the  AKiicullural  Bank  to  be 
5,405,760  leva.  A  year  previously  the  amount  borrowed  was  returned 
as  3,902,456  leva.     (These  figures  are  M.  Guechoff's.) 

t  These  figures  are  taken  from  a  Report  published  in  ihc  Bulletin 
of  the  French  Centre  Fcdhatif.  -  « 
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363,504  leva  for  purchase  of  food,  15,323  leva  for  harvest 
expenses,  101,814  leva  for  seed,  46,192  leva  for  the 
purchase  of  implements,  7,900  leva  for  funeral  expenses, 
125,173  leva  for  domestic  purposes,  and  .the  balance  of 
446,614  leva  for  divers  uses  not  specified.  At  that  time 
the  banks  held  only  266,617  leva  in  savings  deposits  and 
712,413  leva  in  long  term  ordinary  deposits.  The  latest 
figures,  for  the  close  of  1908,  are  not  attainable  for  the 
entire  number  of  banks. 

The  village  banks  held  their  first  Congress  at  Sofia  in  a  Federation. 
1907,  when  it  was  resolved  to  form  a  Federation,  which 
has,  however — owing  to  some  misunderstanding  between 
its  committee  and  the  Board  of  the  Agricultural  Bank — 
failed  to  enrol  the  entire  number.  Only  306  have  joined  ; 
and  of  these  only  228,  as  observed,  have  furnished  returns, 
which  apply  to  September,  1909.  These  228  banks  at 
that  time  comprised  18,887  members,  which  gives  each  bank 
on  an  average  eighty-two  to  eighty-three  members.  Those 
18,887  members  are  still  indebted  to  other  creditors  to  the 
extent  of  2,358,864  leva  ;  but  they  have  been  found  to  own 
property  collectively  valued  at  71,951,621  leva.  The 
business  of  these  228  banks  in  1908  reached  15,373,740 
leva — 5,416,961  leva  remaining  outstanding  in  advances  at 
the  close  of  the  year.  Of  that  sum,  and  the  balance  of 
cash  in  hand,  3,902,456  leva  was  supplied  by  the 
Agricultural  Bank,  1,094,517  leva  by  deposits  (including 
597,661  leva  from  non-members)  and  419,046  leva  by  pay- 
ments of  members.  The  last-named  item  indicates  that 
the  application  of  the  Raiffeisen  system  is  not  pure. 
Members  are  required,  as  in  a  friendly  society,  to  make  a 
fixed  contribution  every  month,  varying  between  50  stotinki 
(centimes)  and  2  leva.  That  makes  the  societies  "  com- 
pulsory savings  banks,"  with  the  object  of  raising  in  due 
course,  by  continued  thrift,  a  small  capital  for  each  member. 
On  their  business  of  1908  the  banks  collectively  had  earned 
net  profits  amounting  to  61,369  leva.     Since  they  own  real 
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estate  valued  at  84,896  leva,  and  have  accumulated  reserve 
funds  of  83,570  leva,  besides  endowing  a  fund  for  charitable 
purposes  of  65,769  leva,  they  cannot  be  said  to  have 
managed  badly. 

Indeed,  these  banks  now  feel  so  strong — and.  very 
probably,  are  so  much  disappointed  at  the  misunderstand- 
ing with  the  Agricultural  Bank — that  the  proposal  has 
been  made  to  form  a  Central  Bank  of  their  own,  for  which, 
more  solito,  a  grant  from  the  Government  is  claimed.  It  is 
suggested  that  two  or  three  million  leva  should  be  taken 
•  for  the  purpose  from  the  endowment  of  the  Agricultural 
Bank. 

The  Federation  is  active,  inspecting  banks  and  organ- 
ising and  pushing  propaganda,  in  which  last-named  work 
parish  priests  and  schoolmasters  assist  it  manfully.  For 
purposes  of  inspection  it  employs  two  skilled  men.  During 
the  course  of  1908  not  less  than  937  general  meetings  were 
held,  and  393  propagandist  lectures  were  delivered,  in 
addition  to  twenty-four  courses  of  classes. 

There  is  a  good  deal  of  State  aid  in  all  this,  such  as  one 
must  expect   in  a  backward   country.     But  after  all  the 
movement   goes    forward,   usury   is    being  repressed,  and 
cultivation  improved. 
Montenegro.  One    more  Slav  nation  it  remains  to  mention.     Even 

little  Montenegro  has  learnt  to  value  and  adopt 
co-operative  credit,  which  official  England  still  spurns, 
and  of  all  forms  of  such  credit  precisely  that  of  which  we 
have  recently  been  officially  told  in  the  House  of  Lords  by 
a  spokesman  of  the  Treasury,  that  our  Government  will 
never,  never,  never  tolerate  its  adoption  among  ourselves, 
that  is,  Raiffeisen  credit.  There  are  several  Raiffeisen  banks 
in  the  little  principality,  and  they  are  said  to  be  doing  well, 
koumania  Crossing  the  frontier  northward,  we  find  in  Roumania 

a  state  of  things  which  is  at  the  present  moment  particu- 
larly instructive.  It  shows  a  remarkable  development  of 
co-operation — it    is  true,   only   in    a   primitive   form — on 
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scarcely  favourable  ground  and  a  progress  of  evolution 
which  is  highly  interesting. 

Roumania,  so  there  is  no  denying,  is  a  backward  country, 
with  an  illiterate  peasantry  standing  for  three-fourths  of 
the  population,  who  not  long  ago  were  still  practically 
serfs,  under  the  boyards — owning  most  of  the  land — wholly 
unskilled  in  banking  transactions.  Industrial  business, 
being  largely  speculative,  is  there  altogether  unfavour- 
able to  co-operation.  In  agricultural  districts  there  was 
poverty,  and  accordingly  helpless  dependence  upon  usury 
as  rapacious  as  any  that  has  been  known,  exacting  interest 
up  to  200  and  even  500  per  cent. — nothing  under  63  per 
cent.  And  there  was,  and  to  some  extent  still  is,  thraldom 
under  other  landlords  besides  the  boyards,  namely,  a  race 
of  middlemen,  for  the  most  part  foreigners,  who  come  into 
the  land  to  exploit  the  latifundia  which  they  rent  whole- 
sale, at  the  sub-renting  peasants'  expense.  To  such 
peasants  they  advisedly  let  the  land  in  holdings  not 
sufficiently  large  to  sustain  a  family,  in  order  that  the 
tenants  may  be  compelled  to  seek  wage  labour  in  addition, 
for  w^hich  any  remuneration  has  to  be  taken  that  the 
middlemen,  being  absolute  masters  of  the  situation,  choose 
to  offer.  To  relieve  themselves  of  such  oppressive  yoke, 
be  it  parenthetically  observed,  the  Roumanian  peasantry 
have  with  really  creditable  resource  since  only  live  years 
successfully  organised  co-operative  land-renting  societies 
(obstet),  of  which  at  New  Year  1909  there  were  already  as 
many  as  229  in  existence,  with  19,647  members  and  a 
collective  share  capital  of  2,168,444  lei  or  francs  (upon 
which  1,319,898  lei  had  been  paid  up),  occupying  164,377 
hectares  (410,942  acres)  of  land,  to  obtain  which  they 
had  given  1,662,562  lei  securit)^  and  which  they  sublet 
among  themselves  for  4,623,060  lei.  The  number  of  such 
obstei  keeps  constantly  increasing.  They  rather  shame  us 
n  the  West,  who  are  only  just  now  attempting  such  an 
effort  in  co-operation. 
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When  it  is  added  that,  to  obtain  their  firewood  and 
timber — for  which  they  are  dependent  on  the  forests  in 
the  hands  of  large  landlords  and  the  State — at  low  prices 
and  with  a  certainty  of  supply,  the  peasantry  had  also  up 
to  the  same  date  formed  71  co-operative  forest  exploiting 
societies,  there  is  likely  to  be  less  surprise  at  the  remark- 
abl)'  rapid  development  that  co-operative  credit,  of  which 
the  tale  is  now  to  be  told,  has  experienced. 

Among  industrial  folk  co-operative  credit  has  budded 
freely  but  has  brought  no  fruit  to  anything  like  perfection. 
There  are  no  statistics  published,  but  it  is  known  that 
there  are  a  fairly  considerable  number  of  "  co-operative" 
banks  in  existence  in  towns,  but  that  they  are,  in  the  first 
place,  scarcely  co-operative,  and,  in  the  second,  scarcely 
successful.     We  may  accordingly  here  pass  them  by. 

On  agricultural  ground,  on  the  other  hand,  all  is  pro- 
gress and,  in  the  main,  success.  There  were  at  New  Year, 
1909,2,410  rural  banks,  with  346,707  members,  317,554  of 
whom  were  bond  fide  peasants,  5,864  village  tradesmen, 
5,953  village  artisans,  7,965  Government  and  municipal 
employees,  2,151  large  proprietors,  3,323  priests  and  3,897 
schoolmasters.  The  annual  growth  in  membership  is 
noticeable  mainly  in  the  number  of  peasants,  which  in  the 
year  1908  increased  from  269,375  to  the  figure  stated. 
The  authorised  share  capital  of  these  banks  was  at  the 
period  named  35,052,195  lei,  as  comparing  with  27,431,196 
ei  a  year  previously.  And  on  that  amount — odd  as  it 
may  seem — 37,851,898  lei  had  been  paid  up.  This  unusual 
disproportion  is  readily  accounted  for  by  the  fact  that  the 
Roumanian  law  allows  each  member  to  take  up  more  than 
the  number  of  shares  allotted  to  him  on  formation  of  the 
society,  when  a  certain  share  capital  has  to  be  registered 
— up  to  the  £200  which  has,  in  imitation  of  our  well- 
known  provision  in  the  Industrial  and  Provident  Societies 
Act,  become  the  recognised  maximum  "  interest"  capable 
of  being  held  by   any  one   member  nearly  all    the  world 
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over.  Adding  other  funds  at  the  disposal  of  the  banks, 
which  include  6,158,745  lei  deposits  and  3,204,138  lei 
reserve  funds,  the  banks  had  at  the  period  named 
505558,136  lei  at  their  command,  which  compares  well 
with  only  36,461,269  lei  held  a  year  before.  The  amount 
of  business  done  in  igo8  was  58,670,708  lei. 

That,  so  it  may  be  said,  is  the  result  of  five  short  years 
only.  And  it  will  have  to  be  owned  also  that  to  a  con- 
siderable extent  it  is  the  result,  not  indeed  of  State  initia- 
tive, but  certainly  of  State  assistance.  The  initiative  was 
in  every  instance  the  peasants'  own.  No  kind  of  pressure 
was  employed  to  make  them  form  banks.  These  men  had, 
in  their  sequestered  nooks,  among  snowy  peaks  up  in 
the  Carpathians,  and  in  the  wide,  sparsely  peopled  plain 
watered  by  the  Danube,  heard  of  the  wonders  that  co- 
operative credit  had  brought  forth  in  other  lands,  more 
particularly  just  across  the  frontier,  in  Transylvania  ;  and 
having  no  other  resource  to  fall  back  upon,  they  readily 
turned  their  minds  to  that.  There  were  priests  and  school- 
masters to  give  these  unlettered  men  their  help  as  guides. 
All  along  it  is  these  pastors  and  teachers  who  have  taken 
the  lead.  And  if  at  the  present  time  they  are  anxious  to 
be  rid  of  their  burden,  it  is  only  because  they  have  built 
their  fabric  so  well  that  it  has  grown  too  big  for  their 
unaided  hands  ;  to  continue  this  work  must  under  the 
circumstances  mean  neglecting  their  more  sacred  duties. 

The  Government  had  in  its  turn  given  its  attention  to 
"  popular"  credit  since  1881.  And  in  1884,  with  a  view 
to  establishing  it,  it  founded  its  Creditul  Agricol,  as  an 
agricultural  bank,  endowed  with  20,000,000  lei,  to  lend 
money  at  10  per  cent,  to  proper  borrowers  among  the 
peasantry.  That  Creditul,  so  it  may  at  once  be  explained, 
has  not  proved  a  success — as  institutions  of  its  kind  rarely 
do ;  and  it  is  now  gradually  being  got  rid  of.  The 
reasons  why  it  did  not  succeed  are,  that  it  centralised 
business  overmuch,  and  that  in  addition  it  dealt  purely  in 
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pledge  credit — pledge  credit,  it  is  true,  made  easy  to  the 
peasantry  by  means  of  the  gage  smis  dessaisissement,  the 
pledging  of  articles,  that  is,  which  are  allowed  to  remain 
in  the  borrower's  possession  for  use  in  his  farm.  This 
kind  of  pledge  credit,  I  believe,  Roumania  was  the  first 
country  to  adopt.  Such  credit,  however,  turned  out  to  be 
not  only  materially  unsatisfactory,  but  also  directly 
demoralising.  For  it  drove  people  to  telling  lies.  A  high 
authorit}-  has  given  it  as  his  opinion  that  more  than  half 
the  values  ostensibly  pledged  in  this  way  never  had  any 
existence  at  all.  Co-operative  banks  having  come  upon 
the  scene,  the  Creditul  has  been  forbidden  to  carry  on 
business  in  any  district  in  which  there  is  a  co-operative 
bank.  The  bonds  which  it  holds  from  borrowers  are  by 
arrangement  being  gradually  transferred  to  co-operative 
banks.  And  its  endowment  is  being  made  over  for  sole 
use  to  the  Central  Agricultural  Bank,  which  was  formed 
in  1903  and  has  thus  far  shared  in  the  same  supply  of 
funds.  However,  when  the  Central  Bank  came  on  the 
scene  the  problem  of  credit  had  already  been  in  essence 
solved  by  the  peasants  themselves  in  those  little  village 
banks  already  spoken  of,  which  had  been  produced  entirely 
by  private  initiative.  They  w^ere  Raiffeisen  banks  to  begin 
with.  However,  just  as  in  Bulgaria,  unalloyed  Raiffeisen 
banking  did  not  for  some  reason  or  other  recommend 
itself  to  the  local  population,  and  so  a  substitute,  more 
congenial  to  the  habits  of  these  primitive  folk,  had  to  be 
devised.  It  was  found  in  credit  societies  started  with  an 
authorised  share  capital  to  be  gradually  paid  up  by  monthly 
contributions  varying  from  i  leu  to  5  lei,  under  which 
system  liability  becomes  limited  to  the  actual  amount  of 
the  share  subscribed. 

Of  such  banks  there  were  forty  in  existence,  of  which 
no  one  outside  their  own  villages  appeared  ever  to  have 
heard.  It  was  to  give  greater  impetus  and  body  and 
more  rapid  extension  to  the  movement,  that  the  Govern- 
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ment  in  1903,  in  addition  to  greatly  modifying  the  existing 
inconvenient    law,    founded    the     Central    Bank,    which 
was  to  be  open  as  a  source  of  credit  to  all  village  banks 
of  the  kind  which  might  form,  without,  however,  forcing 
their  formation  or   interfering  in   their  internal  manage- 
ment, or  even  compelling  them  to  join   it.     The  object 
was  to  provide  money,  and  at  the  same  time  also  to  pro- 
vide guidance,  and  above  all  things,  to  provide  searching 
examination  and  inspection,  to  keep  the  banks  straight. 
In    this  respect,    although    the    Central    Bank   does   not 
interfere  otherwise  in  the  internal   affairs   of  the  banks, 
very  ample  powers  have  been  given  to  it,  to  the  length  of 
removmg    officers    of    banks   who     in    its     opinion    are 
incapable  or  unworthy  of  their  position.     We  should  bear 
in  mind  that  in  Roumania,  authorities  have,  to  a  large 
extent,  a  very  uncultured  membership  to  deal  with,  people 
who    know  well    enough    how    to    lay  out  their    mone}- 
agriculturally  when   they  have  it,  but  to  whom   banking 
practices  are  more  than  Greek.    Among  such  a  population 
interference,  such  as  would   be   altogether   out    of  place 
among  a  more  better  educated  membership,  may  in  the 
earlier  stages  be  held  legitimate.     The  funds  which  the 
Central  Bank  is  in  a  position  to  place  at  the  disposal  of 
local  banks  have  enabled  it  to  fill  the  void  from  which  they 
then  suffered.     But  it  could  undertake  to  do  so  only  thanks 
to  the  ample  power  of  direct  control  with  which  the  law  has 
invested  it.    With  such  powers,  the  Central  Bank  is  placed 
in  a  position,  at  a  considerable  cost  of  labour,  which  its 
officers  have  begun  to  resent,  to  judge  what  banks  may  be 
trusted  and  to  what  extent.     The  benefit  was  not  to  be 
got    without    being    paid    for.      The    benefit    obtained, 
therefore,  is  not  undiluted  gain. 

With  such  assistance  co-operative  credit  has  expanded 
as  under  the  touch  of  a  magician's  wand,  and  many  of 
the  banks  existing  are  already  strong  in  capital,  having 
share  capitals,    in  some  instances,  of  up  to   £4,000  and 
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£8,000.  One  there  is  even  with  <t*24,ooo,  but  that  is  quite 
an  exception.  On  the  other  hand,  there  are  also  a  goodly 
number  very  feeble,  alike  in  endowment  and  in  business 
capacity. 

The  movement  has  now  reached  a  point  of  so  great 
development  that  the  Central  Bank,  as  well  as  the  priests 
and   schoolmasters,  are,   as   observed,    growing  wear}-  of 
their  burden.     The  Central  Bank  finds  that  its  staff  can 
no  longer  cope  with   all  the  work  laid  upon  it,  and  the 
priests  and  schoolmasters  have  to  think  of  their  churches 
and    schools.      Accordingly,    efforts   are  being    made   to 
induce   the   banks  to  group  themselves    in    Federations, 
whose    managing   committees  might    take  much    of   the 
work  oif  the  Central  Bank's  hands,  and  organise  matters 
so  as  to  relieve  the  priests  and  schoolmasters.     However, 
at  this  point  one  of  the  drawbacks  of    State  assistance 
reveals  itself.     People  have  been  so  long  used  to  official 
leading  strings,  that  they  are  shy  of  walking  by  themselves. 
That   is  what  they  have    not    been  taught.     Their  very 
chains    and    they    have   grown    friends.      Like    B^Ton's 
"  Bonnivard,"  they  sigh    at    the     thought   of     regaining 
their  freedom.     One  may  hope  that  they  will  nevertheless 
succeed   in  using  it,  and  henceforth   develop  as  genuine 
self-help  banks.     For,  to  borrow  an  illustration  from  the 
realm  of  nature,  they  have  now  evidently  grown  beyond 
the  stage  in  which  forcing  promotes  growth.     The  young 
shoots  have  come  up  lustily,    but    the    stems    and  roots 
require    strengthening,    and  to  give  them  the  necessary 
force  and  hardness  there  is  only  one  means,  and  that  is 
being   left  to   themselves.      Up  to  that    point,  however, 
under  abnormal    local  conditions — which    are    not  to  be 
compared  with  those  of  countries  in  western  Europe — 
judicious  State  coaching  and   State  feeding  will  have  to 
be  admitted  to  have  proved  helpful. 
Greece.  GREECE  has  but  little  co-operation  to  show,  and  very 

little  indeed  of  what  there  is   takes  the  shape  of  credit. 
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The  population  is  said  to  be  at  present  unadapted,  and 
legislation  is  adverse.  There  are  one  or  two  nominally 
co-operative  banks — one  at  Athens,  one  at  Domoko  in 
Thessaly,  another  at  Phersala,  in  the  same  neighbourhood, 
and  one  at  Donussa  in  the  Peloponnesus — which  are  said 
to  have  to  some  extent  mitigated  the  exactions  of  usury. 
But  that  is  apparently  all ;  for  the  "  Currants  Bank  "  is  an 
institution,  not  for  giving  credit,  but  for  restricting 
production. 

And  Turkey,  of  course,  has  as  yet  nothing  that  can  be  Turkey, 
termed  "co-operative"  except  a  few  little  Servian  out- 
liers. However,  if  there  is  any  analogy  between  the  two 
cases,  what  is  now  happening  in  Egypt  in  respect  of  its 
Agricultural  Bank — which  has  awakened  a  decided  taste 
for  agricultural  co-operative  credit  among  the  population — 
a  similar  evolution  may  surely  be  looked  for  in  Turkey,  now 
that  it  has  become  a  free  country.  It  has  had  an  Agri- 
cultural Bank  for  very  much  longer  than  its  whilom  vassal 
States,  namely,  since  1888,  and  through  it  serves  out 
considerable  and  increasing  sums  of  money — up  to  ist 
March,  1908,  £T.g, 944,505*  to  1,228,091  borrowers,  in 
amounts  the  mean  value  of  which  grows  continually 
smaller,  which  shows  that  the  money  is  going  to  the  right, 
that  is  to  small,  people.  In  1892,  the  average  amount 
of  each  loan  stood  at  £T.ii.i2.  It  has  now  dwindled  to 
£T.6.i2.  There  was,  at  the  close  of  the  financial  year 
1907 — 08,  £T.3i6,924  outstanding  in  such  loans.  The 
bank  represents  an  amalgamation  of  a  number  of  small 
local  institutions  (manafi-sandik)  formed  from  1868  down- 
ward. It  is  endowed  with  the  property  of  those  institutions, 
and  with  an  additional  eleventh  to  be  levied  on  tithes  due 
to  the  Government,  until  its  capital,  which  on  ist  March, 
1908,  already  stood  at  iiT.9,458,353  (of  which,  however, 
only  ^T. 5, 142,956  was  reported  "  utilisable  "),  will  have 
reached  £T.  10,000,000.     Its  managing  council  is  entirely 

*  The  Turkigk  Ijra  is  equal  to  a  fraction  over  \?>s,  of  our  money. 
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official,  composed  of  the  Minister  of  Agriculture  and  dele- 
gates from  other  public  departments.  It  lends  in  the  main 
on  real  security,  onl\-  to  about  one-tenth  of  that  amount 
on  personal,  at  6  per  cent,  plus  a  commission,  only  once 
levied,  of  i  per  cent.  Its  lending  is  done  in  two  ways — 
either  for  terms  of  from  three  to  twelve  months,  in  which 
case  the  principal  may  be  repaid  in  full  at  the  end  of  the 
term  ;  or  else  up  to  ten  years,  in  which  case  repayment  must 
take  place  by  instalments — unless  the  borrower  choose  of 
his  own  free  will  to  anticipate  the  terms  of  repayment. 
Loans  on  personal  security  are  conceded  only  since  1900, 
a  iUre  d' exception,  up  to  amounts  of  300  piastres  (iiT.3), 
and  for  one  or  two  years  at  most.  A  certain  amount  out 
of  annual  profits  is  voted  for  useful  public  purposes,  such 
as  agricultural  education.  B}^  means  of  a  system  of 
succursiiles  and  agencies,  which  now  stand  at  464,  and  the 
number  of  which  keeps  continually  increasing,  the  service 
is  extended  all  over  the  countr}^  and  brought  near  to  many 
hundreds  of  thousands  of  peasants. 

Here,  no  doubt,  is  a  useful  service  rendered.  However, 
verv  naturally  it  cannot  compare  with  co-operation. 
Mahomedans,  as  we  see  in  India,  with  their  lively  senti- 
ment of  brotherhood  among  themselves,  make  excellent 
co-operators.  Under  such  circumstances  perhaps  it  is 
not  too  much  to  hope  that  under  the  new  rule  of  freedom, 
co-operative  credit  may  soon  make  its  way  into  the 
Ottoman  Empire, 
Egypt.  After  what  may,  after  all,  be  called  only  a  brief  delay 

even  Egypt  is  turning  its  thoughts  to  co-operation,  to 
supply  its  fellaheen  with  credit.  It  was  a  cruel  disappoint- 
ment to  me,  after  I  had  been  told  that  the  Government  of 
Egypt  was  thinking  of  promoting  the  formation  of  co- 
operative banks,  to  find  that — presumably  under  the  two- 
fold influence  of  the  Agricultural  Bank  of  the  suzerain 
State  and  of  the  Indian  takkavis — a  State  endowed,  or,  as 
in   respect  of  loans  for  agricultural  purposes  it  has  now 
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become,  a  State-guaranteed,  bank  was  to  be  introduced 
instead.  My  prophecy  at  the  time  was  that  in  the  long 
run  such  an  institution  would  not  be  found  sufficient ;  and 
that  prediction  appears  to  have  been  very  soon  verified, 
although  since  then  the  capital  of  the  bank,  as  happens  in 
the  case  of  all  such  institutions,  has  been  rapidly  increased 
from  ^*2, 500,000  to  as  much  as  £10,310,000.*  There  can  be 
no  doubt  that  the  Agricultural  Bank  of  Egypt  has  rendered 
useful  service.  It  has,  according  to  the  latest  official 
report,  up  to  the  close  of  igo8,  lent  out  no  less  than 
££.15,140,000,  which  the  intelligent  fellaheen  have  known 
how  to  lay  out  to  good  advantage,  more  particularly  with 
the  help  of  such  technical  guidance  as  the  Agricultural 
Society  has  given  them,  and  the  superior  cotton  seed 
with  which  the  Agricultural  Bank  has  Hkewise  supplied 
them  at  reasonable  prices — although  in  the  first  instance  it 
required  a  good  deal  of  persuasion  on  the  part  of  the 
messengers  going  about  with  bags  of  gold  to  press  upon 
the  people,  to  induce  the  latter  to  accept  the  loans.  There 
is  no  complaint  in  respect  of  repayment— as  how  should 
there  be,  when  it  is  the  ordinary  tax  collector,  coming 
armed  with  all  the  powers  of  the  executive,  who  collects 
the  money  ?  Under  such  circumstances  it  is  not  surpris- 
ing that  arrears  remain  small.  Loans  are  made  at  what 
is  for  Egypt  a  low  rate  of  interest,  viz.,  8  per  cent,  (it 
used  to  be  9),  in  two  ways,  the  one  for  short,  temporary 
purposes,  on  personal  security,  in  amounts  not  exceeding 
in  any  case  £E.20,  and  for  a  term  not  exceeding  fifteen 
months  ;  and  the  other  for  terms  extending  to  ten  years 
as  maximum,  in  amounts  reaching  up  to  ££.500,  which 
have  to  be  secured  by  mortgage  under  a  rather  trouble- 
some procedure,  the  best  feature  of  which  perhaps  is,  that 
a  British  public  officer  is  required  to  be  present  at  the 
paying  out  of  the  money,  to  prevent  extortion  or  fraud. 
The  mortgage  loans  are  the  general  favourites.  Their 
-■'  The  Egyptian  pound  is  worth  £1  os.  6^^/.  of  our  money. 
P.B.  K   K 
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total  amount  has  been  ^'£.13,030,000,  as  comparing  with 
only  £2,110,000  of  the  others.* 

To  have  put  such  sums  in  the  fellaheen's  hands  under 
restrictions  which  pretty  well  ensure  prudent  employment, 
is   a   useful    service.     However,  the    most    useful   of  all 
services  rendered  in  the  matter  probably  is  that  of  havmg 
prepared  the  public  mind  for  co-operation,  which  is  wanted 
in  more  forms  than  one,  and  which  is  now,  as  I  am  told, 
being  clamoured  for  by  all  concerned  with  so  much  vigour 
that  the  Government  has  felt  bound,  after  some  inquiries 
made   in   countries   where   agricultural   co-operation  has 
been  long  established,  to  prepare  a  Bill  for  the  Khedive's 
acceptance.     Indeed,  under  the  pressure  of  necessity,  even 
without  legislation,  rough  and  ready  co-operation  in  credit 
is  already  practised.     Borrowers  combine  to  borrow  from 
ordinary  banks  on  the  security  of  their  joint  signatures. 
That  is  useful,  no  doubt ;  however,  it  precludes  control  of 
the  borrowing,  which  in  a  country  like  Egypt  is  desirable 
for   the  borrower's  own  sake.     Such  control,  so  it  was 
thought,  was  not  to  be  got  without  legislation.     However, 
after  the  Bill  had  been  drafted  with  ver}-  great  care,  it  was 
discovered  that  after  all  no  new  legislation  was  required. 
Co-operutive  credit  is  therefore  to  be  proceeded  with  under 
the  old  law.     With  more  ample  money  resources  placed 
at   their   command,    Egyptian    fellaheen   have   shown    a 
gratifying  appreciation  of  the   use  of  artificial  fertilisers 
and  also  of  implements  and  machinery.     The  Agricultural 
Society  has  thus  far  intervened  to  provide  such  for  them. 
However,  the  demand  has  outgrown  its  capacity  of  supply. 
And  so  "  agricultural  syndicates"  are  to  be  formed,  which 
are  really  intended  as  co-operative  supply  associations  and 
*  At  the  close  of  1908  £E.6,64o,ocx)  had  been  repaid,viz.,£E.2,oi8,ooo 
small  loans,  and  ££.4,622,000  mortgage  loans.     There  were  then  out- 
standing in  credits,  in  all,  ££.8,500,000,  viz.,  ££.92,000  smallloans,  anc 
££.8,408,000  mortgage  loans.     ££.296,000  was  reported  m  arrear,  ot 
which  sum  £E.  100,000  had  been   recovered  at  the   time  when  the 
balance  sheet  was  issued. 
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also  sale  associations  ;  for  there  have  already  been  some 
primitive  beginnings  in  a  junction  offerees  for  the  better 
disposal  of  cotton. 

The  Iberian  peninsula,  although  the  home  of  a  most  Spain  and 
interesting  but  now  decaying  institution  which  is  by  some  ^'""^^"g^^- 
held  to  answer  the  same  purpose  as  co-operative  banks — 
namely,  the  Spanish  pasito,  of  which  the  long  defunct 
Portuguese  celleiro  comimui  formed  a  kind  of  replica — has 
not  as  yet  much  to  show  in  the  way  of  co-operative  credit, 
nothing  that  others  might  learn  from.  The  need  of 
co-operative  credit  in  these  countries  is  generally 
admitted,  alike  among  the  industrial  and  the  rural  popula- 
tion. However,  in  spite  of  the  continued  endeavours  of 
such  zealous  champions  of  co-operation  as  Don  Francisco 
Rivas  Moreno  in  Spain  and  Dom  Costa  Goodolphim  in 
Portugal,  little  of  real  value  has  thus  far  been  produced. 
There  are  most  ingenious  new  devices  set  in  practice, 
which  are  expected  by  their  originators  to  facilitate  the 
unavoidable  passage  over  first  rough  ground  among  a 
population  which  as  yet  does  not  understand  unlimited 
liability.  But  the  entire  movement  is  still  in  an  elementary 
stage,  consisting  rather  of  tentative  groping  and  wriggling 
than  of  solid  progress.  Don  Rivas  Moreno  freely  explains 
the  main  hindrance  to  be  a  want  of  aptitude  among  the 
peasantr}',  which  has  been  selected  as  the  body  to  be  first 
experimented  upon,  chiefly  by  champions  of  the  Church. 
His  own  narrative  shows  that  such  want  of  aptitude,  and 
more  particularly  the  indisposition  which  he  complains  of 
to  keep  good  faith,  has  very  probably  been  aggravated,  if 
not  entirely  produced,  by  the  gross  abuses  that  ha\e  found 
their  way  into  the  administration  of  the  provident  institu- 
tions already  named,  which,  after  nearly  four  centuries  of 
indifferent  working,  seem  fully  ripe  for  supersession. 

A  brief  word  or  two  may  be  due — if  on  no  other  account,  Spanish 
on  that  of  historic  interest — to  the  positos,  about  which  ^°^''°^ 
recently  some  inquiries  have  been  made,  more  particularly 
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in  view  of  the  desire  which  has  arisen  among  some  intend- 
ing social  reformers  in  India,  to  create  a  kindred  institu- 
tion in  our  Asiatic  dependency  in  the  shape  of  dharma 
golas.     Favourers  of  such  an  idea  will  do  well,  before  pro- 
ceeding   further,  to    read    attentively    the    report   of   the 
Commission  recently  appointed  to  inquire  into  the  work- 
ing of  the  positos,  published  in  two  portly  tomes,  or  else 
the  briefer,  but  perhaps  more  pregnant  observations  upon 
the  pusitos  offered  by  an  author  so  well  informed  concern- 
ing the  condition  of  the  rural  portion  of  his  country  as 
Don  Rivas  Moreno,  in  his  little  book  "  LasCajas  Rumles." 
Spain  owes  its  positos  to  the  provident  action  of  Philip  II., 
who  could  be  kind  to  the  people  whom  he  governed  at 
any  rate  in  this  one  thing.     He  began  forming  them  about 
^555-     Public  authorities,  territorial  magnates  and  bishops 
fell  in  readily  with  the  fashion  set  by  their  royal  master. 
More  particularly  bishops.     The  Cardinal  de  Belluga  alone 
founded  thirtv-two /'^)st7os  in  Murcia — which  province,  so 
it  will  be  seen,  now  once  more  takes  the  lead  in  provident 
action.     Cardinal  Cisneros  founded  two  very  large  ones, 
severally  in  Alcala  and  Torrelaguna.     Within  little  time 
Spain  possessed  a  veritable  host  of  such  granaries,  which 
differed  from  those  founded  by  the  patriarch  Joseph  in 
this,  that  they  did  not  sell  the  corn  which  they  had  stored, 
either  for  money  or  live  stock,  nor  yet  for  land,  but  only 
lent  it,  to  be  returned  to  them  again  in   kind.     By  1558 
there  were  more  than  twelve  thousand  in  existence.     In 
1584  the  king  ordered  an   inquiry  into  their  wealth  and 
administration.     The  value  of  the  corn  stored  is  said  to 
have  been  something  prodigious.     But  the  administration 
was   anything    but    perfect.      When    famine    came,    the 
•Governors,  with  a  sound  commercial  instinct,  lent  away 
what  grain  was  available  to  themselves,  selling  it  after- 
wards to  the  poor  at  high  prices.     This  was  soon  put   a 
stop  to,  and  the  pOsitos  went  on  flourishing  till,  what  with 
the  ravages  of  wars  and  revolutions  and  the  growing  needs 
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of  the  Crown,  serious  inroads  were  made  upon  them, 
materially  reducing  both  their  number  and  their  wealth. 
When  Napoleon  I.  overran  the  land,  the  small  balance 
remaining  was  prudently  hid  away  for  safety — and  then 
was  forgotten,  to  be  unearthed  once  more  in  1863.  By  a 
law  passed  in  1887  the  administration  has  been  completely 
reformed.  But  their  old  mediaeval  character  still  clings  to 
the  positos,  and  they  have  become  an  anachronism.  They 
were  all  very  well,  so  judges  Don  Rivas  Moreno,  in  olden 
time  when  there  were  no  means  of  communication,  and  each 
parish  had  more  or  less  to  rely  upon  its  own  fields  for  its 
food  corn.  But  to-day  they  seem  wholly  out  of  place. 
However,  the  abuses  and  frauds  which  appear  to  have 
become  inseparable  from  them,  and  which  Don  Rivas 
Moreno  pronounces  downright  "inconceivable,"  and  verit- 
able "  vermin  "  {polillas)  eating  their  substance  away,  are 
held  to  constitute  an  even  more  damning  feature.  Politics 
have  found  their  way  into  the  positos,  as  of  course  they 
would  do.  And  under  the  mask  of  politics  personal  con- 
siderations, care  for  "near  and  dear  relations,"  are  allowed 
free  play.  Then  there  is  hopeless  confusion.  Some  hold 
their  property  in  wheat,  others  in  money,  others  again  in 
land,  and  others  still  in  a  little  of  each  of  these  three  pos- 
sessions. A  little  while  ago  the  property  of  the  still  existing 
positos  was  estimated  at  40,000,000  pesetas  (or  francs). 
Don  Moreno  believes  that  this  is  far  from  the  truth.  In 
any  case,  whatever  the  endowment  may  be,  it  is  becoming 
daily  unbeautifuUy  less,  and  being  daily  applied  less  to  its 
proper  purpose.  Some  years  back  a  national  gathering  of 
agriculturists  meeting  at  Valencia  unanimously  voted  in 
favour  of  the  management  of  the /ds^Yos  being  taken  out  of 
the  hands  of  their  present  guardians,  the  local  authorities 
— every  member  of  the  ayuntamiento  or  municipal  council 
is  supposed  to  be  responsible  for  their  property,  but  not 
much  faith  appears  to  be  reposed  in  their  being  able  to 
answer  for  it — and  handed  over  to  the  Mmistry  of  Agri- 
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culture.  There  may  be  some  selfishness  in  this  sugges- 
tion; for  it  is  these  same  gentlemen  who  would  like  to  have 
the  use  of  the  money.  Don  Moreno  himself  advocates 
transfer  of  such  property  to  a  body  to  be  nominated  for  the 
promotion  of  "  agricultural  banks,"  in  exchange  for  3  per 
cent,  debentures  of  the  "Central  Agricultural  Bank"  so  to 
be  created.  Whether  that  be  the  right  solution  or  not, 
the  positos  appear  to  be  doomed. 
Experimental  However,  Spain  has  not  rested  content  with^  such  early 
Banks.  attempt  to  provide  the  use  of  money  or  money's  worth  for 

her  necessitous  producing  classes.  Not  to  speak  at  length 
of  a  promising  institution,  "  El  Hogar  Espanol,"  introduced 
by  Don  x\ngel  Ramirez  specifically  for  building  credit— 
which  had  up  to  the  end  of  1908  distributed  5,283,479 
pesetas  in  building  loans— there  have  been  credit  institu- 
tions created  tentatively,  both  in  town  and  in  country,  in 
intended  imitation  of  German  and  Italian  credit  banks. 
Montepios,  which  are  not  really  co-operative  banks, 
but  rather  humble  money  clubs,  are  pretty  common 
in  Spain.  Valencia,  generally  to  the  fore  in  this  move- 
ment,  has  tried  its  hand  upon  a  working  men's  loan  society, 
"  El  Credito  Obrero."  Civil  servants,  more  particularly 
those  of  the  telegraph  department,  have  their  own  credit 
societies.  And  there  have  been  other  similar  loan 
institutions. 

Agriculture,  more  in  particular,  made  its  claim  heard— 
and  to  some  extent  respected— years  ago.  Spanish  agri- 
culture is  backward  and  stands  in  urgent  need  of  working 
capital.  The  situation  has  grown  even  more  painful 
since  the  market  has  turned  against  low-priced  Spanish 
wines.  Usury  has,  as  a  matter  of  course,  fastened  upon 
the  distressed  wasting  body,  and  is  sucking  its  blood  at 
the  rate  of  70  per  cent,  and  more.  Worse,  there  is  the 
pado  de  retro,  which  vmder  the  guise  of  very  moderate 
interest  charged  by  one  neighbour  to  another,  appears, 
when    terms   are    not    properly   observed,    to  swallow  up 
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property  at  the  rate  of  100  pesetas  taken  where  10  are 
due.  Against  all  this  the  positos,  with  all  their  vaunted 
wealth,  proved  powerless.  Two  promising  banks  were 
formed  some  time  ago,  severally  at  Segovia  and  at  Oviedo, 
to  minister  to  husbandmen's  wants — mainly  metayers  and 
enfiieutas.  Adequate  precautions  were  taken,  as  was 
thought.  The  bank  of  Oviedo  exacted  the  usual  three 
signatures  in  respect  of  what  personal  credit  it  granted, 
and,  not  content  with  that,  it  made  inquiries  respecting 
the  three  persons  concerned  in  every  case,  of  the  alcalde 
and  the  parish  priest  of  their  several  districts.  Alas  for 
such  forethought  !  Bad  debts  were  made  in  considerable 
quantities,  and  the  bank  found  itself  in  no  small  embarrass- 
ment. No  inquiries  of  persons  not  materially  interested 
will  serve  as  a  substitute  for  the  mutual  touch  and  quite 
natural  mutual  supervision  in  co-operative  organisations. 
What  careless  credit  failed  to  do,  locking  up  money  in 
loans  difficult  to  recover  achieved  to  perfection.  The  very 
"  indulgence  to  borrowers"  enjoined  upon  the  governing 
bodies — standing  in  marked  contrast  to  the  inexorable 
strictness  demanded  in  co-operative  banks — helped  to 
aggravate  the  evil  and  hasten  the  inevitable  catastrophe. 
The  bank  of  Segovia  found  itself  paralysed  by  the  amount 
of  irrecoverable  debt  locked  up — of  course,  in  very 
plausible  mortgages.  The  disaster  overtaking  these  two 
banks  was  much  to  be  regretted.  For  both  studied  to 
grant  credit  in  a  thoroughly  "  popular  "  way,  in  small 
sums,  with  a  preference  given  to  small  borrowers.  The 
loans  given  by  the  Oviedo  bank  averaged  under  ^612  ;  the 
Segovia  bank  granted  loans  from  £2  to  £40.  In  eight 
years  it  lent  out  in  this  way  no  less  than  i'586,700,  which 
must  have  relieved  a  good  deal  of  distress.  However,  in 
matters  of  credit  vou  must  not  "  bore  with  the  wrong 
tool." 

Then  there  were  the  Cajas  de  Socorros  of  the  Counts  of  "  Cajas  de 
Crespo   Rascon,   in  the  province  of  Salamanca.     These  Socorros.' 
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Raiffeisen 
Credit. 


"  Cajas 
Rurales.  " 


were  philanthropic  institutions,  endowed  by  wealthy 
patrons  and  governed  by  them  generally  in  a  business- 
like way.  Thev  were  to  deal  out  loan  money  in  amounts 
from  50  (£2)  to  2,500  pesetas  (£100).  In  six  years  they 
disposed  in  this  way  of  4,434,467  pesetas  (£177,378). 
What  led  to  their  discontinuance  we  are  not  told. 

In  course  of  time  the  merits  of  the  co-operative  credit 
institutions  of  Germany  and  Italy  became  too  loudly 
proclaimed  to  admit  of  their  being  further  ignored.  And  a 
"Catholic"  Congress  held  at  Burgos,  in  1899,  clinched  the 
matter  bv  passing  a  resolution  framed  strongly  in  favour 
of  the  introduction  of  Raiffeisen  banks,  as  being  the  most 
promising  means  of  bringing  relief  to  the  suffering 
peasantrv.  The  demand  for  relief  coming  mainly  from 
the  agricultural  side,  it  is  natural  that  attention  was  most 
largely  directed  to  the  Raiffeisen  system,  which,  moreover, 
possessed  the  advantage  of  recommending  itself  speciall}' 
bv  its  religious  and  educational  aspirations  to  "  Catholic  " 
authorities.  The  movement  has  become  "  Catholic  "  to 
the  core,  with  the  bishops  fighting  for  it  in  the  front  rank, 
becoming  in  some  places  ex-officio  presidents  or  vice- 
presidents,  and  the  governors  of  provinces  following 
them  close  with  their  official  protection.  Wealthy  patrons 
of  rank  are  numerous  ;  and  even  the  Bank  of  Spain  lends 
the  movement  not  despicable  assistance.  There  is,  as  the 
Governor  of  the  Bank  has  been  careful  to  remind  managers 
of  branches,  a  special  clause  contained  in  the  Bank's 
articles  of  association,  and  also  in  its  regolamcnto,  which 
makes  it  a  duty  of  the  institution  to  promote  the  forma- 
tion of  commercial,  industrial,  and  agricultural  organisa- 
tions, such  as  agricultural  banks.  The  circular  admonishes 
branch  managers  to  "  pay  the  greatest  possible  attention  " 
to  this  point  and  to  promote  the  formation  of  "  institutions 
of  agricultural  credit  and  village  banks  {cajas  rurales)  .  .  . 
by  all  such  means  as  their  zeal  and  intelligence  may 
suggest."    \\'ith  an  intelligence,  superior  to  that  possessed 
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by  our  Treasury,  being  quickened  by  self-interest,  the 
gobernador  urges  managers  to  insist  upon  unlimited 
liability  in  the  banks  that  they  lend  to.  The  sobgobernador 
of  the  bank  appears  to  have  exerted  himself  with  even 
greater  vigour.  And  the  consequence  is  that  more  than 
thirty  such  institutions  have  been  entered  on  the  books  of 
the  Bank  of  Spain  as  credit  takers.  The  caja  rural  of 
Amusco  in  the  province  of  Palencia — probably  the  first 
of  its  kind  formed  in  Spain — has  had  a  credit  of  40,000 
pesetas  opened  to  it.  And  the  branches  of  Murcia, 
Granada,  Reus,  Lerida,  Soria,  and  Guadalajara  have  all 
given  effect  to  the  gobernador  s  exhortation,  and  in  this 
manner  some  money  has  been  made  available.  It  does 
not  appear  in  all  cases  to  have  turned  out  particularly 
cheap,  notwithstanding  the  "  4  per  cent."  rate  nominally 
accorded.  In  practice,  so  the  caja  of  Amusco  has  found, 
what  with  commissions  and  fees  and  the  like,  that  4  per 
cent,  realty  spelt  5'7  per  cent. — which  Canon  Anacleto 
Orejon,  writing  on  behalf  of  the  bank,  pronounces  "grave 
inconvenient e,"  as  no  doubt  it  must  have  been,  seeing  that 
the  caja  had  lent  away  not  a  little  money  at  5  per  cent. 
It  appears  promptly  to  have  raised  its  rate  to  67  per  cent., 
which  probabty  kept  it  right,  but  which  is  much  above 
what  cajas  are  desired  to  lend  at.  Don  Rivas  Moreno  in 
his  carefully  elaborated  rules  for  his  cajas  of  Murcia — 
which  province  is  now  leading  in  the  movement — prescribes 
6  per  cent,  as  the  maximum.  But  generally  organisers 
wish  the  rate  kept  at  about  5  per  cent.  Partly  with  a  view 
to  meeting  the  inconvenience  of  such  extravagantly  high 
rates,  as  that  just  spoken  of,  some  years  ago  a  Banco 
Popular  de  Leon  XIII.  was  formed,  being  endowed  with 
money  collected  for  the  late  Pope's  jubilee  celebration, 
which  bank  is,  so  it  seems,  intended  to  act  in  a  measure 
as  central  bank  for  the  cajas.  Being  mistress  of  only 
about  £6,000  share  capital,  with  no  deposits  apparently 
to  back  it  up,  it  seems  for  the  moment   scarcely  equal  to 
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much  assistance.  Thus  far  it  has  lent  out— in  1906, 
twenty-six  loans  of  92,547  pesetas  ;  in  1907  thirty-nine  of 
157,455  pesetas;  and  in  1908  fifty-six  of  186,906  pesetas, 
earning  sufficient  to  be  able  to  allow  a  "  moderate  " 
dividend  on  capital  in  1908. 

The  co-operative  credit  bank  movement  in  Spain  exhibits 
thus  far  plenty  of  good  will  and  determined  resolution, 
but  no  uniformity  or  generally  accepted  principle  what- 
ever.   What  the  Board  of  the  Banco  Popular  de  Leon  XIII. 
says  of  its  own  institution,  namely  that  "  it  is  not  precisely 
a  philanthropic  undertaking  "  {xina  ohra  bencfica),  no  doubt 
holds  good  also  of  the  cajas,  of  which  there  are  a  number 
in  Murcia,  Granada,  Valencia,  Jaen,  Palencia,  and  else- 
where.    They  are  intended  to  be  business-like  and  prepare 
the  ground  for  self-help.     But  there  is  a  strong  flavour  of 
patronage  about  them,  to  which,  as  Don  Rivas  Moreno 
has  complained,  the  peasantry — for  whose  sake  the  sacrifice 
is  made — do    not    adequately    respond.     In    some  banks 
there  are  socios  fundadores,  who  provide  the  money,  govern, 
and  forego  the  services  of  the  bank,  and  socios  activos, 
who  have  to  submit  to  being  governed,  but  are  privileged 
to  borrow  at  rates  that  are  to  be  kept  low.     Many  are 
endowed  by  donations,  or  else  by  a  temporary  purchase 
of  shares,    which    are    to    bear    no   interest,    but    to   be 
redeemed  in  a  few  years  (wind  and  weather  permitting), 
so  as  to  leave  the  caja  eventually  its  own  mistress.     In 
other   cases    there   are    compulsory   contributions    for   a 
certain  number  of  years  from  bona  fide  members,  which 
are  graduated  so  as  to  suit  all  purses,  say  from  50  centimes 
a  month  up  to  3  or  even  5  pesetas.     As  is  the  contribution 
so  will  the  share  be  when  it  comes  to  be  allotted.     But 
in  any  case  by  such  device  the  door  is  kept  open  to  the 
poor.      In    some    instances   priority    in    borrowing    is — 
whenever   a   distinction    has   to    be    made — adjudged   to 
those  who  have  subscribed    most    money,  which  is  not 
precisely  co-operative.     In  others  it  is  the  smallest  men 
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who  are  allowed  precedence.  In  one  caja  this  principle 
is  in  a  very  questionable  way  applied  to  repa^nnent  of 
savings  deposits — supposing  that  there  is  not  sufficient 
cash  to  meet  all  claims.  That  can  scarcely  be  regarded 
as  an  encouragement  to  depositors,  any  more  than  can 
be  the  stress  continually  laid  upon  the  supposed  necessity 
of  fixing  fairly  long  periods  of  notice  for  withdrawals  of 
deposits.  In  some  cases  the  rate  of  interest  allowed  is 
graduated  in  a  very  high  degree.  Thus,  in  Sagunto 
loans  for  2^  to  12^  pesetas  are  charged  with  only  2  per 
cent,  interest,  loans  up  to  25  pesetas  with  4  per  cent., 
and  loans  beyond  that  point  with  7  per  cent.  Notions 
as  to  what  constitutes  severally  the  Raiffeisen  and  the 
Schulze-Delitzsch  principle  appear  for  the  moment  still 
as  hazy  as  they  are  in  England.  One  bank  proclaims 
itself  Schulze-Delitzsch  apparently  on  no  better  ground 
than  that  it  lends  against  acceptance  dated  at  ninety  days. 
There  is  one  good  feature  certainly  about  these  cajas. 
Taught  by  the  painful  experience  of  the  agricultural 
banks  of  Oviedo  and  Segovia,  they  are  careful  not  to 
lock  up  their  money  in  mortgages,  but  study  personal 
credit. 

In  its  report  for  the  year  igo8  the  Banco  Pox>idar  de 
Leon  XIII.  gives  the  number  of  cajas  rnrales  then  in 
existence  in  Spain  as  538,  as  comparing  with  none  in 
1903,  and  359  in  1907.  Some  of  these  cajas  seem  fairly 
big  ;  for  there  was  one  founded  with  about  1,440  members. 
Supposing  the  figures  given  to  be  correct,  it  is  to  be 
apprehended  that  there  are  not  a  few  idle  cajas  among  the 
number.  There  appear  to  be  no  statistics  available  of  the 
business  done. 

One  may  indeed  hope  that  out  of  the  present  experi- 
mental wriggling  and  groping  something  really  workable 
may  be  evolved.  For  the  moment  the  leading  feature  is 
rather  variety  than  understood  and  recognised  principle. 
What  seems  mainly  wanted  is  a   little  more  fidelity  to 
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principle,  mutual  touch  and  reliance  on  self-help.  There 
are  provincial  unions.  The  cajas  would  do  well  to  unite 
across  the  whole  country,  so  as  to  enable  pioneers  among 
other  things  to  benefit  by  one  another's  experience  and 
to  advise  and  check  one  another.  However,  above  all 
things,  the  active  interest  of  those  for  whom  the  good  work 
is  intended  wants  to  be  aroused.  This  does  not  appear 
sufficiently  understood.  Hence  what  disappointment  there 
is.  "  Catholic  "  or  not,  the  co-operation  established  can 
accomplish  no  real,  no  enduring  good  unless  it  is  made 
the  co-operators'  own.  One  may  hope  that  such  an 
evolution  will  take  place  now  that,  thanks  to  the  labours 
of  devoted  pioneers,  a  foundation  sufficiently  broad  has 
been  laid. 

It  would  not  be  fair  to  our  fellow  subjects  to  pass  bj' 
unmentioned  the   beginnings  of  co-operative  credit  thus 
far  entered  upon  under  the  "  Union  Jack." 
Cyprus.  Cyprus  made  a  very  promising  little  beginning  indeed 

a  few  j-ears  ago,  which,  unfortunately,  for  the  want  of  a 
little  looking  after,  has  come  to  a  premature  end.  No 
fewer  than  twenty-two  little  village  banks,  being  as  co- 
operative and  as  much  like  Raiffeisen  societies  as  circum- 
stances would  permit,  were  formed  in  the  district  of 
Paphos.  Fourteen  of  these — the  others  were  formed 
subsequentl}-  to  my  receiving  the  information — had  in 
one  year  collected  a  larger  amount  of  savings  in  their 
povert3'-stricken  little  district  than  the  Government 
Savings  Bank  in  the  whole  of  the  island  during  five  or 
six  years.  The  Commissioner  of  the  district  in  his 
annual  report  said  :  "  I  have  been  surprised  to  find  how 
public-spirited  the  committee,  as  a  rule,  has  been  in  the 
administration  of  the  funds."  He  found  the  banks 
"  singularly  free  from  irregularities."  But  he  pointed 
out  that  they  must  be  kept  for  some  time  under  the 
direct  supervision  of  some  official  authorit)'.  That  stands 
to  reason.     The  members  have  everything  still  to  learn, 
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which  cannot  be  done  in  a  day.  And  there  is  no  one 
to  teach  it  to  them  but  a  pubHc  officer.  However,  when 
the  Commissioner,  who  took  a  warm  personal  interest 
in  the  movement,  came  to  be  removed  to  another  post, 
there  was  no  one  left  to  direct  the  committees,  and  so  the 
banks  came  to  an  end. 

There  is  now  a  scheme  on  foot  for  forming  village 
banks  by  means  of  a  central  bank  to  be  supplied  with 
money  by  the  Savings  Bank  of  Nicosia,  which  was  the 
first  of  its  kind  to  be  started  in  the  island  as  a  joint  stock 
concern.  This  bank  is  in  itself  almost  a  co-operative 
credit  bank.  For  its  shareholders  are  in  the  main 
recruited  from  the  humbler  classes,  and  since  the  bank 
is  left  entirely  free  by  the  law  to  do  whatever  it  pleases 
with  its  funds,  it  is  at  liberty  to  dispose  of  them  in  loans 
to  small  folk,  which  loans  are  very  much  appreciated. 
The  shares  of  this  savings  bank  are  of  s£io  each,  with 
an  entrance  fee  of  5s.  added.  Of  the  2,000  shareholders 
in  all,  by  the  way,  766,  holding  among  them  1,271  shares, 
are  women,  nine-tenths  of  whom  are  bo}id  fide  v/orking 
women — that  is,  weavers  and  servants.  The  new  scheme 
of  starting  fully  co-operative  banks  with  the  help  of 
savings  bank  mone}'  took  practical  shape  last  December 
in  the  village  of  Lef  konico  by  the  formation  of  the  first 
bank  of  the  kind  proposed,  as  fully  a  Raiffeisen  society 
as  circumstances  will  permit — with  a  small  district,  no 
shares,  no  dividends,  gratuitous  services,  careful  election 
of  members,  an  indivisible  reserve  fund,  a  managing 
committee,  a  council  of  inspection,  and  unlimited 
liability.  There  is,  however,  an  entrance  fee  of  2s.  per 
member.  M.  Economides,  the  managing  director  of  the 
Savings  Bank,  to  whose  initiative — under  the  inspiration 
of  Mr.  William  Bevan,  of  the  Agricultural  Department 
of  Cyprus,  a  zealous  worker  in  the  cause — the  new  move 
is  due,  has  acted  wisely  in  selecting  with  care  the  first 
twenty-three  members  in  virtue  of  his  personal  knowledge 
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of  them  as  trustworthy  persons.  Some  of  them  are  men 
of  means.  It  will  be  for  these  men  to  select  their  future 
fellow  members.  The  Savings  Bank  has  also,  with 
appropriate  safeguards,  opened  to  the  little  bank  a  credit 
to  draw  upon.  The  rates  of  interest  are  high  in  the 
island.  Accordingly  the  little  infant  bank  has  to  begin 
with  rates  of  8  per  cent,  for  deposits  and  lo  per  cent,  for 
loans.  One  may  well  wish  the  new  enterprise  God-speed. 
For  circumstances  in  Cyprus  are — more  particularly  in  view 
of  the  oppressive  "  tribute  "  which  our  Government  still 
permits  to  be  levied  at  a  rate  of  interest  which  was  fair 
enough  in  1854,  ^vhen  the  loan  was  contracted,  but  which 
is  fair  no  longer — none  too  prosperous.  If  anything 
is  calculated  to  bring  relief  it  is  such  convenient  credit, 
which  the  islanders  appear  to  understand. 
Canada.  CANADA  likewise  has  to  complain  of  indifference  in  high 

quarters.  But  it  has  done  well  all  the  same — very  well, 
and  it  is  particularly  gratifying  to  me  that  this  is  so,  since 
it  was  the  perusal  of  "  People's  Banks  "  which  led  to  the 
attempt  now  crowned  with  such  signal  success.  The 
beginning  was  not  altogether  easy.  Laws  were  adverse. 
But  I  advised  my  friend,  Mr.  Alphonse  Desjardins — who 
had  become  a  believer  in  co-operative  credit  through 
reading  my  book — to  go  on  in  the  teeth  of  the  law.  He 
did  so  in  what  appears  to  be  a  particularly  congenial 
little  world,  that  of  the  French  Canadians,  in  the  province 
of  Quebec.  Acting  upon  my  advice  he  adopted  in  their 
entirety  the  rules  and  methods  of  the  Italian  banche 
pupolari.  And  they  have  answered.  The  pioneer  bank  of 
Levis — close  to  Quebec — was  formed  in  1891.  On  the 
30th  November,  igog,  there  were  thirty-two  banks  of  the 
same  type  in  the  province  of  Quebec,  in  addition  to  one 
formed  without  a  law  to  favour  it  in  Ontario.  And  in  all 
probability  that  number  will  be  e.xceeded  by  the  time  that 
these  pages  appear  in  print.  For  success  having  been 
brilliantly    established,   invitations  to    Mr.  Desjardms   to 
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teach  people  elsewhere  how  to  organise  keep  pouring  in, 
and  not  much  difficulty  is  now  experienced  about  forma- 
tion. The  reason  why  the  movement  has  thus  far  remained 
confined  to  Quebec  province  is  that  that  province  alone 
has  passed  a  law  legalising  such  societies.  To  obtain  that 
was  no  difficult  task  after  their  utility  had  once  been 
proved  and  public  opinion  had  been  enlisted  in  their 
favour.  The  law  was  passed  in  1902,  and  its  passing 
proved  the  signal  for  a  rapid  expansion  of  the  movement. 
Bills  have  repeatedly  been  brought  into  the  Dominion 
Parliament  with  a  view  to  obtaining  authority  for  forming 
People's  Banks  throughout  the  Dominion,  but  they  have 
invariably  been  lost.  The  thirty-two  banks — many  of 
them  being  quite  recently  formed — number  among  them 
at  least  15,000  members,  and  do  an  annual  business  of 
i'200,000.  Their  collective  assets  exceed  £40,000.  Up 
to  now  there  has  never  been  a  sou  lost  in  them,  and 
hence  the  public  confidence  which  supports  them. 

The  bank  of  Levis  on  30th  November,  1909 — which 
date  closes  its  financial  year — having  been  eight  years  in 
existence,  numbered  1,100  members.  Its  paid-up  share 
capital  stood  at  $65,536.73  ;  its  annual  turnover  was 
returned  at  $617,483.45,  leaving  $7,460  for  distribution  in 
dividend.  The  savings  department  is  active,  having 
received  in  the  past  year  $142,576.20,  and  paid  out 
$116,155.63,  so  as  to  leave  a  balance  in  hand  of 
$26,470.58.  The  money  lent  out  in  advances  to  members 
within  the  year  is  returned  at  §463,070.60,  and  of  this  sum 
$88,960.35  remained  outstanding  at  the  close  of  the  year. 
The  management  expenses  are  trifling,  amounting  to  only 
$1,774.79.  There  was  a  reserve  fund  of  $4,101.87,  m 
addition  to  a  provident  fund  of  $912.59.  There  has  not 
been  a  single  halfpenny  lost  during  all  the  time  that  the 
bank  has  been  at  work.  Mr.  Desjardins  deserves  great 
credit  for  what  he  has  done,  and  one  may  indeed  hope  that 
the   Dominion  Parliament  will  soon  learn   wisdom   from 


512  PEOPLE'S   BANKS. 

the  action  of  the  provincial  assembly,  and  the  good  fruit 
which  such  action  has  borne.  It  would  be  a  becoming 
tribute  to  so  enthusiastic  a  co-operator  as  the  present 
Governor-General  to  submit  a  Bill  for  the  sanction  of  the 
Crown  while  he  still  holds  the  reins. 
The  United  Mr.   Desjardins'  propaganda   has    not    stopped   at   the 

^'^^"'  boundary  of  his  own  country.     The  United  States  are 

habitually  quicker  than  ourselves  to  detect  utility  in  what 
is  new.  Mr.  Desjardins  has  been  invited  to  Boston  in 
Massachusetts,  and  the  Massachusetts  Commonwealth  has 
promptly  passed  an  Act  which  permits  the  formation  of 
co-operative  banks,  and  forthwith  the  first  People's  Bank 
in  the  United  States — being  an  offshoot,  through  the 
Canadian  banks,  of  M.  Luzzatti's  banche  populari — has 
been  formed  at  Boston.  This  is  due  in  the  main  to  the 
initiative  of  Mr.  Pierre  Jay,  at  that  time  Bank  Com- 
missioner in  Massachusetts.  In  addition  a  co-operative 
bank  of  the  same  description  has  been  formed  in 
Manchester,  New  Hampshire,  without  the  protection  of 
any  particular  law.* 
The  West  BARBADOS     has     made    a    beginning     in    co-operative 

Indies.  banking,  and  so  has  Jamaica — both  only  in  a  primitive  way. 

Of  the  success  achieved  in    India  I  speak  in  a  distinct 
chapter. 
The  Beyond  British  territory  Java  has  taken  action,  and  the 

Philippineb.  PHILIPPINE  Chamber  has  declared  unanimously  in  favour 
of  Kaiffeisen  banks,  to  revivify  our  dead  agriculture 
{nuestra  inuerta  agricultura).  Unfortunately  the  Senate 
has — after  the  manner  of  some  Upper  Chambers — thrown 
out  the  useful  measure  passed  to  that  effect. 
Japan.  There  are  germs  of  co-operative  credit  to  be  met  with 

in  Japan,  where  Ninomiya  Sontaku  several  .centuries 
ago  started  altruist-collectivist  societies,  which  have — 
wrongly — been   pronounced  to  be  like   Raiffeisen   banks, 

*  Mr.  Jay  advises  mc  that  there  are  now  more  such  banks  forming 
in  the  United  States. 
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but  which  at  any  rate  embody  the  principle  of  common 
action  for  the  benefit  of  the  poor,  among  other  things  for 
the  obtainment  of  money ;  and  where  ParHament  has  in 
1896  passed  an  Act  giving  power  to  form  joint  stock 
companies  deahng  in  agricultural  credit,  another  in  1899 
authorising  the  formation  of  land  improvement  societies, 
and  a  third  in  1900,  giving  power  to  form  co-opera- 
tive credit,  purchase,  sale,  and  productive  societies.  All 
these  Acts  appear  to  be  producing  fruit  of  some  kind. 
Mortgage  credit  has  been  practised  in  Japan  for 
some  time.  The  mortgage  bank  of  Japan  was  formed 
under  an  Act  of  1856,  with  a  capital  of  10,000,000  yen* 
(the  minimum  share  capital  allowed  for  such  banks  is 
200,000  yen).  A  land  improvement  bank  for  the  island 
of  Hokkaido  (Yezo)  was  formed  under  the  law  of  1899 
with  3,000,000  yen  capital.  It  grants  long-term  loans  at 
a  low  rate  of  interest  for  improvement  purposes  in 
support  of  settlement  in  Hokkaido.  Under  the  Act  of 
1896  "  Agricultural  and  Industrial  Banks "  have  been 
formed  all  over  the  Empire,  granting  long-term  loans  at  low 
interest.  Under  the  Act  of  1900  co-operative  societies  are 
said  to  be  forming,  but  thus  far  rather  for  sale,  purchase, 
and  production  than  for  credit.  No  figures  are  given.  Add 
to  this  the  rudiments  of  co-operation  to  be  met  with  in 
the  primitive,  but  apparently  useful,  more  or  less  co- 
operative societies  existing  in  China,  which  General  China. 
Tcheng-ki-Tong — who  knew  something  about  co-operative 
credit  in  Europe — speaks  of  as  hangues  nmUielles,  and  in 
which  certainly  the  small  peasantry  arp  in  the  habit  of 
acting  together  with  the  utmost  confidence,  for  the  obtain- 
ment of  credit — and  you  will  find  that  co-operative  credit 
has  indeed  "  cast  a  girdle  round  "  this  whirling  globe — 
leaving  practically  only  one  country  unblessed  with  its 
ministrations — which  country,  so  one  is  ashamed  to 
confess,  is  our  own. 

*  The  yen  is  equal  to  a  trifle  over  2s.  of  our  money. 
P.B.  L  L 


CHAPTER   XVII 
CO-OPERATIVE   CREDIT  IN   INDIA 

Want  of  Of  all  countries,  in  the  old  world  and  the  new,  there 

Co-operative      seems  Hone  so  specially  marked  out  for  the  practice  of 
India,  co-operative  credit  as  our  great  Asiatic    dependency  of 

India. 

The  two  postulates  for  successful  co-operative  credit 
are  :  poverty  and  opportunities  for  production.  And  of 
both  India  has  enough  and  to  spare.  In  all  its  economy 
want  of  money  is  what  stares  one  obtrusively  in  the  face. 
Industr}'  is  backward.  In  rural  districts  need  is  great, 
rising  from  time  to  time  to  the  point  of  famine.  The 
poorer  population  are  hopelessly  under  the  yoke  of  the 
muhajan  and  the  sowcar,  who  rule  despotically  over  these 
hundreds  of  millions  of  rayats  that,  sunk  in  debt  up  to  the 
neck,  bestow  their  toil  only  for  the  payment  of  outrageous 
interest.  Agriculture — the  great  interest  of  the  country — 
though  bristling  with  opportunities,  is  undeveloped. 
There  is  soil  in  India  which  in  its  unmanured  state  equals 
our  British  acres  in  its  yield  of  wheat.  But  it  wants  to 
be  irrigated.  Irrigate  social  economy  with  a  stream  of 
gold,  and  you  are  likely  to  produce  corresponding  results. 
For  in  economic  opportunities  India  is  fully  as  rich  as  it 
is  in  natural.  There  is  hidden  fertility  in  the  soil  there,  to 
which  as  yet  nothing  like  justice  has  been  done.  If  the 
people  are  usurer-ridden  and  accordingly  chronically  desti- 
tute, backward  in  education,  often  distrustful,  and  easily  led 
astray,  they  are,  on  the  other  hand,  constitutionally  honest. 
They  repay  their  debts.  And,  given  hope — which  the 
usurer   takes   from    them — they   work.     They  are   easily 
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organised.  Their  panchayet  rule  and  caste  dispose  the 
Hindoos  towards  submission  to  elected  authority.  The 
sentiment  of  common  brotherhood  and  "  one  for  all," 
which  is  one  of  the  distinguishing  features  of  Mahomedan 
character,  naturally  prepares  Mussulmans  for  co-operation. 
And,  like  the  water  for  purposes  of  irrigation,  the  gold  for 
economic  improvements  is  there  too.  It  is  not  stored  up 
in  the  form  of  snow  in  the  Himalayas,  but  scattered  all 
over  the  country  in  displayed  ornaments  or  hidden  hoards, 
the  value  of  which,  really  not  ascertainable,  has  been 
estimated  at  £300,000,000,  more  or  less,  but  which,  it  is 
the  lament  of  economists  that  no  lure  has  thus  far  been 
discovered  potent  enough  to  tempt  out  of  its  unprofit- 
able storing  places  into  fructifying  employment — in  arid 
territory  thirsting  for  it  since  decades,  if  not  centuries. 

Money,  then,  in  a  readily  available  form,  is  what  above 
all  things  is  needed. 

It  is  not  only  to-day  that  such  want  has  been  discovered. 
Statesmen  and  natives  alike  have  long  laboured  to  remedy 
it.  The  Government  has  tried  its  hand  in  an  ill-advised  way 
at  its  takkavi  advances  ;  but  the  practice,  not  being  spon- 
taneous, and  exposed  to  leakage,  and  also  to  abuses  by 
summary  methods  of  recovery,  has  proved  wholly  inade- 
quate, making  about  £1,700,000  available  at  any  one  time, 
for  the  whole  of  India,  which  is  like  a  drop  in  the  ocean, 
and  that  not  of  the  proper  sort.  Natives,  on  the  other 
hand,  have  organised  their  nidhis  and  akharas,  severally  in 
the  South  and  in  the  North,  which  are  imitations  of  our 
friendly  societies,  and  have  indeed  yielded  evidence  of 
aptitude  for  co-operation,  but  only  infinitesimal  material 
benefit. 

Something  more  effective  was  wanted ;  and  that 
"  something,"  so  it  was  not  difficult  to  discern,  must  be 
co-operative  credit.  When,  some  fifteen  years  ago,  I 
explained  the  principles  of  Raiffeisen  credit  to  the  then 
more  than  nonagenarian  Sir  Arthur  Cotton — of  Coleroon 

L  L  2 
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anicut  fame — in  his  little  home  at  Dorking,  he  almost 
bounded  out  of  his  chair  with  delight,  exclaiming  :  "  That 
is  the  very  thing  for  India  ;  it  must  succeed ;  and  whatever 
estimate  you  may  have  formed  as  to  results,  multiply  it  by 
twenty  and  you  will  still  find  it  exceeded." 

Other  Anglo-Indians  as  well  had  discovered  the  promise 
of  utility  of  co-operative  credit.  Officially  it  has  been 
before  the  Indian  public  since  about  1883.  It  was  in  that 
year  that  Sir  Henry  Storks  brought  it  under  official  notice. 
Nevertheless  the  movement  hung  fire.  I  candidly  confess 
that,  early  in  the  nineties — after  an  attempt  made  by  the 
Salvation  Army,  to  which  I  had  been  an  advisory  party, 
had  for  obvious  and  sufficient  reasons  failed* — I  con- 
sidered it  dead.  It  was  then  that  kind  fortune  brought 
me  into  contact  with  the  late  Sir  Charles  Bernard,  whom 
— so  far  as  my  knowledge  goes — I  feel  that  I  must  look 
upon  as  the  real  father  of  Indian  co-operative  credit,  as 
we  now  see  it.  He  took  up  the  idea  with  keen  and 
unflagging  interest,  and  materially  helped  to  convert  it 
from  an  idea  into  a  living  movement. 

Nevertheless,  even  at  that  time  there  was   admirable 
Nicholson's      work  being  done  in  India  by  an  excellent  worker.      Lord 
iiquio  Wenlock,  when  Governor  of  Madras,  told  off  Mr.  (now 

Sir  Frederick)  Nicholson  to  study  the  theory  and  practice 
of  co-operative  credit  in  Europe.  A  most  painstaking 
inquiry  Sir  Frederick  carried  through,  and  upon  its 
conclusion    he    produced    a   most   admirable   report.      If 

*  "General"  Booth  sought  my  advice,  because  he  found,  as  he 
told  me,  that  the  heavy  indebtedness  of  the  natives  stood  most 
hinderingly  in  the  way  of  his  attempts  to  convert  them  to  Christianity. 
The  usurer  threatened  them  with  calling  in  his  loan  in  the  event  of 
their  turning  Christians.  The  movement,  although  well  officered — by 
a  gentleman  who,  after  serving  his  King  in  Sweden  as  a  captain  in 
the  Guards,  got  promoted  to  a  colonelcy  in  the  Salvation  Army,  only 
to  return  in  course  of  time  to  the  service  of  his  country,  which  now 
counts  him  an  ornament  of  its  diplomatic  service — had  to  be  aban- 
doned because  the  land  settlement  movement  with  which  it  was  hound 
up  proved  unworkable. 


Sir  F. 
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gentlemen  in  our  Treasury  and  in  Abingdon  Street  could 
only  be  induced  to  read  that  official  document,  which  is 
well  worth  the  trouble — as  well  as  the  Blue  Book  reports 
of  Sir  R.  Morier  and  Sir  E.  Malet  (who  were,  after  all,  men 
deserving  of  consideration) — they  would  not  once  more 
put  up  a  spokesman  to  talk  on  the  subject  so  wholly 
wide  of  the  mark  as  did  Lord  Denman  in  the  House  of 
Lords  on  the  9th  July,  igo8.* 

However,  I  still  believe  that  it  really  was  in  the  main  The  Co- 
Sir  Charles  Bernard's  action  at  headquarters  at  West-  Ban^ks'Tct 
minster  which  led  to  the  legislation  which  in  a  twofold 
form — a  principal  Act  for  India  generally,  and  a  supple- 
mentary special  Act  for  Baroda — passed  in  Council  in 
1904.  Were  that  legislation  all  that  in  his  masterly 
exposition  of  its  principles  the  late  Sir  Denzil  Ibbetson 
explained  that  it  was  intended  to  be,  India  might  well  be 
satisfied  with  the  result.  Unfortunately,  as  Bliicher  com- 
plained that  the  men  of  diplomacy  habitually  spoilt  with 
their  pen  what  soldiers  had  achieved  with  their  sword,  the 
men  of  the  law  are  in  the  habit,  in  drafting,  of  spoiling  a 
good  deal  of  what  statesmen  take  a  great  deal  of  trouble 
in  conning  out  in  Council.  In  more  respects  than  one  has 
the  Act  failed  to  answer  its  purpose  and  supplied  cause 
for  justified  complaint.  One  may  sincerely  hope  that  it 
will  be  amended,  as  Registrars  have  for  several  years 
consistently  urged  that  it  should  be.  However  there 
it  is,  and  under  it  at  any  rate  co-operative  credit  may  be 
organised  and  set  to  work. 

Some  little  pioneering  had  indeed  preceded  legislation.  Pioneering. 
The  present  Lord  Macdonnell  had,  like  Lord  Wenlock, 
turned  his  attention  to  co-operative  banking,  and  caused 
some  little  experiments  to  be  proceeded  with  in  the  United 
Provinces,  which  experiments  began  most  promisingly,  but 
do  not  appear  to  have  lasted.  And  Mysore  entered  the 
field  early  with  credit  organised  on  a  wrong  principle, 
*  See  "  Parliamentary  Debates,''  Fourth  Series,  Vol.  192,  pp.  4 — 8. 


Rapid  Results. 


518  PEOPLE'S   BANKS. 

which  soon  led  to  disappointment.  Mysore  has  since  taken 
its  place  in  the  phalanx  of  Indian  territories  proceeding 
on  sounder  lines,  and  its  prospects  have  correspondingly 
improved. 

Whatever  the  faults  of  the  Co-operative  Credit  Societies 
Act  of  1904  may  be,  under  the  vigorous  and  resourceful 
application  given  to  its  provisions  by  the  several  Registrars 
in  their  various  territories,  it  has  borne  fruit  in  such  abund- 
ance as  has  never  before  been  witnessed  in  this  particular 
movement.  Such  result  is  all  the  more  satisfactory  and 
creditable  since  rapid  expansion  and  phenomenal  multi- 
plication of  banks  were  not  by  any  means  particularly 
aimed  at,  rather  the  restriction  of  the  movement  within 
safe  bounds,  in  order  that  something  might  be  organised 
which  might  be  depended  upon  to  answer,  to  last,  and  to 
serve  as  a  model  hereafter  to  new  societies  forming — as 
may  be  hoped,  and  now  anticipated,  over  the  whole  length 
and  breadth  of  the  country. 

The  return  of  co-operative  (credit)  institutions  under 
the  Act — there  are  some  unregistered  banks  in  addition, 
over  which  the  Registrars  have  no  power  of  supervision, 
and  which  furnish  no  returns — shows  that  there  were  on 
30th  June,  1909,  after  only  four-and-a-half  years'  operation 
of  the  Act,  no  less  than  2,008*  societies  in  existence  and 
working  order,  as  compared  with  1,357  ^  twelvemonth 
previously,  with  collectively  184,897  members,  as  against 
149,160 ;  and  8,067,648  rupees  t  working  capital,  as 
against  4,414,080  rupees;   of  which  capital  it  is  important 

*  The  figures  here  given  are  subject  to  revision,  being  taken  from 
an  advanced  proof  of  the  Report.  But  they  may  bo  safely  assumed 
to  be  generally  correct.  Of  the  2,008  societies  mentioned  a  deduction 
of  47,  namely,  27  "urban  "  and  20  "  rural  "  societies,  must  be  made, 
as  representing  co-operative  societies  other  than  of  credit,  registered 
under  the  Act.  The  figures  for  membership,  capital,  &c.,  applying 
to  these  societies  cannot  be  separated  from  the  totals.  They  are 
known  not  to  be  very  considerable. 

+  The  rupee  may  be  taken  to  be  equal  to  i^-.  41/. 
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to  note  that  only  686,143  rupees,  that  is,  about  one-twelfth 
of  the  entire  amount,  came  from  the  coffers  of  the  State, 
whereas  as  much  as  1,477,254  rupees  was  provided  by 
share  capital,  195,808  rupees  by  reserve  funds  (which 
ought  by  rights  not  to  be  ranked  as  "  working  "  capital), 
1,618,018  rupees  by  deposits,  2,493,814  rupees  by  loans 
from  private  persons  (which  are  in  truth  likewise  deposits, 
paid  in  the  shape  of  loans,  because  the  Act  very  unrea- 
sonably does  not  allow  "  deposits  "  from  non-members), 
and  1,596,611  rupees  by  loans  from  banks  and  other 
business  institutions,  which  have  already  learnt  to  trust 
co-operative  banks  to  such  extent.  Within  the  year  these 
societies  (the  credit  societies  alone)  had  lent  out  5,999,924 
rupees,  in  addition  to  which  there  had  been  674,383  rupees 
invested  in  goods.  Losses  had  been  infinitesimal,  and  the 
collective  profits  worked  out  at  326,265  rupees. 

That  is  a  record  which  has  nowhere  yet  been  equalled 
within  the  very  first  stage.  The  elasticity  shown  by 
co-operative  credit  presents  a  striking  contrast  to  the 
stagnancy  displayed  by  the  takkavi  business. 

Ver}'  great  credit  for  such  progress  made  is  of  course 
due  to  the — on  the  whole  very  judicious — action  of  the 
Registrars,  some  of  whom  have,  in  contrast  with  organisers 
acting  in  England,  made  it  their  special  task,  as 
soon  as  appointed,  to  qualify  themselves  thoroughly  for 
their  posts  by  mastering  the  whole  practice  of  co-operative 
credit  by  study  and  observation  in  the  principal  European 
■  centres. 

However,  it  deserves  to  be  remarked  as  well  that  in  Results  of 
respect  of  one  essential  point  the  success  achieved  is  owing  state   ""^^ 
to  the  very  wise  policy  adopted  by  the  Indian  Government  Coddling, 
in  refusing  more  than  a  very  modicum  of  State  aid,  alike 
in  the  shape  of  funds  and  in  that  of  ministerial  assistance. 
It  is  to  myself  a  source  of  particular  satisfaction  that  this 
is  so,  seeing  that   it  was  avowedly  in  deference   to  my 
objections  that   Lord  Curzon  refused  the  more  abundant 
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State  aid  asked  for.  He  expressly  stated  that  it  was  not 
niggardliness  which  closed  the  Government's  pockets,  but 
acceptance  of  my  warning  that  more  help  would  spoil 
that  co-operation,  on  the  purity  of  which  the  success  of 
the  entire  movement  must  depend.*  On  both  points 
Lord  Curzon's  chariness  has  proved  the  truest  helpfulness. 
Not  onlv  have  further  supplies  of  funds  by  the  State,  and 
has  power  for  the  summary  collection  of  debts — both  of 
which  were  at  the  outset  rather  clamorously  asked  for — 
been  shown  by  experience  to  be  altogether  unnecessary ; 
but  it  is  safe  to  say  that  without  their  refusal,  which  placed 
people  on  their  mettle,  and  on  their  responsibility,  and 
nerved  them  for  effort,  we  could  not  possibly  have  the 
same  results  now  to  look  back  upon — that  ample  collec- 
tion of  loan  and  deposit  money,  that  successful  tapping  of 
the  capitalist  market  by  means  of  central  banks,  that 
tempting  of  hoarded  gold  out  of  its  concealment  (of  which 
some  particularly  striking  instances  are  reported  from 
Eastern  Bengal)  and,  in  the  last  place,  among  the  most 
salient  features  noticeable,  that  strictness  in  management 
and  anxiety  for  supervision  and  control— not  shrinking 
from  the  expulsion  of  members  and  the  liquidation  of  banks 
— which  really  constitute  the  life-blood  of  the  whole 
practice.  Whatever  else  Indian  experience  may  teach, 
in  the  matter  of  co-operative  credit  it  serves,  in  the  fore- 
most place,  as  a  splendid  justification  of  the  avoidance  of 
State  aid,  as  yielding  ten  times  better  results  than  anything 
that  State  aid  could  accomplish.  Compare  the  eager- 
ness and  the  good  practice  of  the  non-State  aided  Indian 
rayats  with  the  listless  indifference  and  sluggish  back- 
wardness of  the  French  and  Italian  peasantry  now  being 
urged  by  government  officers  to  array  themselves  in  State- 
fed  banks  against  their  will  !  You  will  quickly  enough 
come  to  a  conclusion  which  of  the  two  systems  is  the 
better.  And,  large  as  the  results  of  State-assisted  agricul- 
*  Sec  Sir  Thomas  Raleigh,  "  Lord  Curzon  in  India,"  p.  179. 
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tural  co-operation  in  Germany  and  Austria  have  been — 
where  people  are  systematically  drilled  into  obeying  State 
orders — they  can  still  not  compare  in  degree  with  what 
has  been  accomplished,  in  little  more  than  four  brief  years, 
in  India,  by  a  puny  staff  of  organisers,  which  even  at 
present  numbers  onl}-  twelve  Registrars,*  with  a  handful  of 
inspectors  and  clerks  (no  assistant  registrars),  to  a  popula- 
tion of  300,000,000,  and  districts  to  work  in,  which  in 
area  every  one  equal  continental  kingdoms,  empires,  and 
republics,  without  their  ready  means  of  communication. 

On  the  whole  the   Indian  Registrars,  upon  whom  the  Organisation 
main  work  of  organisation  has  thus  far  fallen,  must,  then,  ^  ■, 

°  J  3  J    Registrars. 

be  taken  to  have  proceeded  judiciously,  although  quite 
naturally  there  have  been  more  false  starts  and  mistaken 
moves  than  one.  And  there  are  at  any  rate  dangerous 
moves  in  progress  even  now,  the  peril  of  which  time 
will  certainly  reveal.  It  will  not,  however,  do  to  compare 
what  has  been  done  in  India  with  what  may  be  seen  in 
operation  in  Europe.  Some  Registrars  talk  very  glibly  of 
"  Raiffeisen  "  and  "  Schulze-Delitzsch,"  without — that  is 
quite  evident — fully  realising  what  those  two  names,  as 
exemplifying  systems,  imply.  We  have  had  banks 
declared  to  have  quitted  the  "  Raiffeisen  principle,"  on 
no  further  ground  than  that — just,  in  fact,  like  the 
Raiffeisen  societies  in  Germany  and  Austria,  and  now  in 
Italy,  and  to  no  greater  extent — they  make  their  members 
take  up  shares.  As  for  "  Schulze-Delitzsch  societies,"  I 
doubt  if  there  is  one  in  India  that  would  be  recognised  as 
such  at  Charlottenburg.  However,  that  does  not  matter. 
The  Registrars  were  not  placed  where  they  are  to  form 
"  Raiffeisen  "  or  "  Schulze-Delitzsch  "  societies  with  the 
home  brand  upon  them,  but  to  organise  Indian  co-opera- 
tive banks,  suitable  to  the  novel  environment  andembody- 

""•'  That  is,  eight  for  the  eight  Indian  provinces,  two  for  the  minor 
administrations  of  Coorg  and  Ajmer-Merwara,  and  two  for  the 
native  States  Mysore  and  Baroda. 
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ing  mutatis  mutandis — which  may  mean  a  very  material 
mutation — Schulze  and  Raiffeisen  principles — not  because 
they  are  Schulze's  or  Raiffeisen's,  but  because  they  are 
the  only  principles  which  have  thus  far  shown  themselves 
equal  to  the  task  proposed  to  co-operative  banks. 

Rightly  enough,  in  speaking  of  the  distinctive  objects 
aimed  at  in  the  Act,  by  the  side  of  "  simplicity  "  Sir  D. 
Ibbetson  stipulated  for  "  elasticity."  Quite  necessarily 
the  Registrars  must  embark  in  experiments.  Theirs  was 
new  soil,  marked  by  new  conditions,  and  with  a  population 
differing  very  essentially  in  its  characteristics  from  that  of 
Europe. 
Difficulties  to  The  task  seemed  at  first  most  formidable.  Deposits,  so 
with  ^^^  it  was  contended,  were  not  to  be  thought  of.  No  Indian 
could  be  expected  to  lay  by.  There  was  caste,  separating 
the  population  into  distinct,  watertight  compartments. 
There  were  thousands  of  villages  in  which  there  was  not 
a  single  man  capable  of.  keeping  the  societ}^  accounts. 
Without  summary  process  to  compel  them,  borrowers 
could  not  be  counted  upon  to  repay.  All  such  forebodings 
have  happily  proved  groundless.  Not  only  do  rayats 
deposit,  and  deposit  very  fairly,  but  some  of  them — a 
little  rashly,  perhaps,  under  the  circumstances — willingly 
bind  themselves  to  regular  permanent  depositing.  And, 
beyond  this,  the  general  market  has  been  successfully 
drawn  upon,  by  means  of  central  banks — which  are  cer- 
tainly called  for  ;  and,  apart  from  Maharajahs  and  Anglo- 
Indian  philanthropists  paying  in  their  lakhs,  there  are  by 
this  time  a  whole  array  of  joint-stock  banks  loaning  money 
freely,  and  even  admitting  central  banks  to  the  privilege 
of  current  accounts — which  is  the  proper  relation  to  sub- 
sist between  the  two  species  of  institutions — on  strict 
business  lines,  so  that  the  question  of  "  financing  "  societies 
may  be  taken  to  be  in  the  main  satisfactorily  solved.  In 
three  provinces  even  such  moderate  State  aid  as  there  has 
been  has  been  declared  no  longer  needed.     In  the  place  of 
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thousands  of  societies  left  without  a  penman  to  keep 
accounts,  ever}^  society  possesses  its  accountant — although 
in  the  less  literate  districts  one  such  accountant  is  still 
made  to  serve  for  a  number  of  societies,  which  is,  under 
the  circumstances,  not  a  bad  arrangement.  It  would  be 
a  gross  exaggeration  to  say  that  among  the  people  bene- 
fiting by  co-operative  credit  Co-operative  Credit  is  already 
thoroughly  understood.  However,  apart  from  the  most 
backward  aboriginal  tribes,  it  is  already  sufficiently  under- 
stood to  make  credit  workable  everywhere  under  such 
competent  guidance  as  is  fortunately  forthcoming.  There 
is  in  truth  nothing  more  gratifying  in  the  progress 
hitherto  made  than  the  readiness  and  devotedness  with 
which  volunteer  workers  have  offered  themselves  for  the 
work — and  conducted  it  with  judgment  and  zeal.  The 
movement  has  now  reached  a  stage  from  which  forward 
progress  and  expansion  will  depend  more  upon  them  than 
upon  the  official  Registrars,  and  very  rightly  are  they 
studiedly  drawn  into  the  movement  and  allowed  a  voice 
in  it,  more  specifically,  at  provincial  and  imperial  Confer- 
ences. Fortunately,  furthermore,  caste  has  proved  no 
hindrance  whatever — in  some  instances  even  a  direct  help. 
The  breeches  pocket  overcomes  social  distinctions.  All 
that  is  required,  so  it  is  now  pointed  out,  is  the  separa- 
tion of  the  two  extreme  ends  of  the  scale  in  distinct 
organisations.  That  can  easily  be  managed.  Even  the 
dreaded  opposition  of  mahajans  and  sowcars  has  proved 
very  manageable.  In  a  good  many  cases  mahajans  have 
indeed  looked  glum,  and  raised  obstacles,  mainly  by 
declining  partial  repayment  of  loans.  However,  in  other 
instances,  they  have  even — they  alone  can  explain  the 
reason — provided  money  for  banks  and  given  expression  to 
their  good  will. 

In  spite  of  the  removal  of  apprehended  hindrances,  Variety  of 
however,  the  case  remained  one  for  experimenting.  Mere  produced, 
pedantic  copying  of  European  examples  would  never  have 
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answered.  And  in  experimenting  freely,  and  in  very  varied 
manner,  Registrars  have  here  and  there  ventured  upon 
dangerous,  in  some  cases  even  on  wrong  ground,  and 
have  in  the  end  produced  a  very  considerable  variety  of 
"  types,"  eA-ery  one  of  which  possesses  more  or  less  its 
own  characteristic  features.  Such  variety  is  not  to  be 
wondered  at  ;  nor  is  it  to  be  altogether  regretted,  although 
it  may  be  with  safety  predicted  that  experience  will  work 
just  a  little  havoc  among  some  of  the  "types"  and  call 
for  substantial  modifications.  The  case  was  one  of 
"prove  all  things,  hold  fast  that  which  is  good."  In 
his  opening  address  to  a  recent  Conference  of  Registrars, 
Mr.  Carlyle,  Chief  Secretary  to  the  Governor  of  Bengal, 
very  fairly  summed  up  the  main  characteristics  of  the 
work  accomplished  in  some  of  the  principal  provinces  in 
the  following  words  : — "  In  Bengal,  perhaps  more  than 
anywhere  else,  strenuous  efforts  have  been  made,  and  wath 
a  very  large  measure  of  success,  to  teach  perhaps  the 
humblest  and  smallest  collections  of  humanity  that  have 
formed  themselves  into  co-operative  societies  in  any  part 
of  the  world  the  true  principles  of  co-operation  and  proper 
methods  of  management."  (That  is  really  what  is  most 
wanted.)  "  In  the  United  Provinces  a  powerful  union  has 
proved  itself  capable  of  attracting  capital  and  supervising 
the  work  of  its  component  societies.  In  the  Punjab  great 
success  has  been  achieved  in  attracting  the  confidence  and 
savings  of  the  genuine  agriculturist.  In  Madras  the  con- 
fidence of  non-members  has  been  shown  by  their  readiness 
to  make  deposits  on  business  terms,  and  in  many  districts 
the  influence  of  the  societies  has  compelled  the  money- 
lender to  reduce  his  rate  of  interest." 

That,  of  course,  does  not  give  anything  like  a  full  idea 
of  the  striking  variety  of  methods  pre\  ailing,  which  there 
is  no  space  here  to  review  and  which  this  is  not  at  all 
the  proper  place  to  criticise  —  especially  as  Registrars 
kindly  allow  me  other  opportunities  for  expressing  my 
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opinion — let  alone  that  it  would  be  presumptuous  and  at 
the  same  time  unfair  to  venture  on  a  criticism  of  acts 
performed  amid  circumstances  upon  which  one  is  not  fully 
informed.  The  object  of  pioneering  is  to  ascertain  what 
will  suit  certain  existing  conditions ;  and  there  is  many  a 
new  method  which  in  its  proper  place  serves  to  set  in 
operation  an  old,  established,  and  approved  principle  that 
cannot  well  be  departed  from. 

Some  few  remarks  upon  some  principal  points  which 
have  engaged  the  attention  of  organisers  in  India,  how- 
ever, may  seem  to  be  called  for. 

The  question  of  the  proper  form  to  give  to  the  organisa-  Faulty 
tion  has  been  needlessly  confused  by  the  adoption  of  a  not 
very  reasonable  distinction  of  societies  under  the  Act  as 
"  urban  "  and  "  rural,"  which  distinction  was  evidently 
prompted  by  the  general  idea  that  the  "  urban "  are 
likely  to  be  by  their  very  nature  sufficiently  strong  in 
capital  and  also  in  banking  skill  to  finance  and  direct 
the  "  rural."  This  may  in  course  of  time  prove  to  be 
a  false  presumption ;  and  certainly  the  infraction 
of  the  sound  general  rule  that  every  bank  should 
scrupulously  stand  upon  its  own  bottom  and  be  answer- 
able for  itself  alone,  is  likely  to  lead  into  mischief,  were 
trials  to  come.  The  "  rural  "  societies  are  by  preference 
to  be  based  upon  unlimited  liability,  whereas  the  "  urban  " 
are  allowed  the  choice  between  limited  and  unlimited, 
at  their  discretion.  "  Rural "  societies  are  to  be 
formed  where  at  least  four-fifths  of  the  members  (at 
starting,  or  throughout  ?)  are  "  agriculturists  " — over  the 
meaning  of  which  term  very  inconvenient  disputes  have 
already  arisen.  In  "  urban "  societies,  correspondingly, 
"  non-agriculturists "  are  to  number  at  least  four-fifths. 
That  has  been  found  a  very  hampering  provision,  in 
defence  of  which  there  is  nothing  to  be  said.  At  the  last 
conference  of  Registrars  a  demand  for  revision  of  this 
clause — borrowed  from  the  practice  in  one  little  district  o 
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France,  in  which  it  has  not  proved  altogether  a  success — 
was  generally  agreed  to.  On  the  same  occasion  one 
Registrar,  representing  a  territory  which  has  undergone 
rather  painful  experience  with  unlimited  liability,  plain- 
tively asked  :  "And  are  we  not  to  be  allowed  to  form  limited 
liability  banks  in  country  districts  ?  "  Of  course  they 
should  be.  Rather  curiously  there  appears  to  be  in  India 
a  pronounced  predilection  for  unlimited  liability,  which  one 
ought  not  to  discourage,  since  unlimited  liability  is 
valuable  as  putting  members  on  the  qui  vive ;  and  that  is  just 
what  is  most  wanted  in  India.  The  reason  for  such  pre- 
dilection obviously  is  that  unlimited  liability  is  of  the  two 
forms  the  most  readily  understood,  even  by  untutored  minds. 
In  Madras  there  are  even  societies  which  have  deliberately 
converted  themselves  from  limited  into  unlimited  liability 
societies.  Oddly  enough,  in  spite  of  the  alleged  extreme 
poverty  of  rayats,  which  was  to  stand  in  the  way  of  their 
making  deposits,  that  predilection  for  unlimited  liability  is 
coupled  with  a  strongly  declared  desire  to  create  share 
capital,  for  the  sake  of  which  members  are  willing  to 
practice  some  self-denial.  One  Registrar  not  quite 
correctly  describes  yielding  to  such  desire  as  a  "  departure 
from  Raiffeisenism."  It  is  no  such  thing.  And,  once 
more,  one  would  not  wish  to  discourage  this,  because 
taking  up  shares — the  term  for  doing  which  is  often  enough 
extended  over  a  period  of  ten  3'ears,  in  order  to  make  the 
sacrifice  bearable — is  of  course,  in  one  sense,  the  same 
thing  as  depositing,  which  is  recognised  as  desirable  ;  and 
because,  ceteris  paribus,  a  society  with  share  capital  is 
obviously  stronger  than  a  society  without.  However,  the 
practice  carries  with  it  some  rather  awkward  consequences. 
In  the  first  place,  all  denials  notwithstanding,  the  issue  of 
shares  does  keep  out  poor  people.  In  Madras  several 
societies  have  lost  members  heavily  in  consequence  of  the 
issue,  or  else  the  raising  of  the  value,  of  shares.  In  the 
second  place,  share  capital  makes  people  think  of  pelf,  when 
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they  should  be  thinking  only  of  common  benefit.  Having 
paid  up  their  shares,  it  is  true  that  they  show  themselves 
quite  w^illing  to  wait  a  considerable  time  for  dividend. 
Their  practice  in  this  respect  is,  indeed,  most  praiseworthy. 
But  sooner  or  later  they  claim  their  dividend.  And 
dividend  is  an  awkward  factor  to  reckon  with  in  co-opera- 
tion. It  suggests  covetousness.  Already  we  have  com- 
plaints made  that  members  of  committees  ask  for  "  sitting 
fees,"  and  sarpanches  for  even  more  regular  remuneration. 
In  one  province  at  any  rate  society  shares  are  already 
dealt  in  at  a  premium,  which  is  not  at  all  co-operative. 
Beyond  this,  it  has  turned  out  that  there  are  "  dividend- 
hunters  " — President  Heiligenstadt  has  aptly  termed  them 
"  dividend-pirates  " — who  aim  at  a  good  return  for  their 
invested  money — at  the  borrower's  expense.  And  Regis- 
trars accordingly  declaim,  very  naturally — but  quite 
wrongly,  according  to  European  notions — against  allowing 
members  that  borrow  and  members  that  do  not  borrow,  to 
continue  side  by  side  in  the  same  society.  Why,  that  is 
the  very  thing  that  we  want  to  bring  about !  That  is  why 
both  Raiffeisen  and  M.  Luzzatti  distinctly  plead  for  the 
admission  of  wealthy  people  into  societies,  by  the  side  of 
poor.  Where  else  is  the  money — or  marketable  liability — 
to  come  from  readily  ?  In  Germany  and  Austria  it  is  held 
up  as  one  of  the  main  advantages  attending  the  coupling 
of  distributive  business  with  credit,  that  it  will  bring 
members  into  the  society  who  do  not  want  to  borrow. 
There  is,  then,  something  wrong  on  this  point  in  India, 
which  should  be  remedied.  Not  only  do  we  distinctly 
want  monied  people  in  the  banks,  for  the  sake  of  their 
money  ;  but  in  addition  the  banks  ought  to  be  allowed  to 
take  deposits  from  non-members — which  the  Act  now  pro- 
hibits— in  order  to  have  more  money.  Such  amendment  is 
the  more  called  for  in  India,  since  there  is  a  paucity  of 
savings  banks  there,  of  the  effect  of  which,  in  dealing  with 
cash  balances  and  in  transmitting,  Registrars  reasonably 
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complain.  It  is  partly  for  this  reason  that  they  ask  for 
privileges  in  respect  of  the  transmission  of  mone}' — which 
privileges  might  be  conceded.  For  when  our  Industrial 
and  Provident  Societies  Act  was  before  Parliament  as  a 
Bill,  Mr.  Gladstone  laid  it  down,  with  the  approval  of  the 
House,  that  the  State  ought  indeed  to  abstain  from  making 
gifts,  but  that  in  such  a  cause  it  might  well  remit  fees. 
Doubts  about  The  choice  of  objects  for  which  money  may  be  advanced 
Legitimate  appears  to  have  puzzled  Registrars  and  bank  panches  not 
a  little — but  quite  needlessly.  The  rule  has  been  laid 
down  that  the  advance  must  be  for  "  productive  "  purposes, 
and  that  has  of  course  proved  in  practice  much  too  narrow 
a  definition.  The  co-operative  principle  is,  that  advances 
should  be  limited  to  applications  in  which,  whether  by 
economy  or  by  production,  the  outlay  will  repay  itself  in 
reasonable  time.  The  very  first  claim  under  such  aspect 
is  that  of  what  the  Romans  used  to  call  versiira,  that  is,  the 
getting  rid  of  an  oppressive  debt  by  the  substitution  of  a 
cheap  one.  And  that,  so  it  has  been  found,  has  had  a 
surprisingly  telling  effect  upon  social  economy  in  India. 
The  rayat  who  has  long  groaned  helplessly  under  the 
burden  of  a  debt  to  the  usurer,  for  which  he  was  charged 
from  25  to  75  and  100  per  cent,  and  even  more — one 
Registrar  instances  a  case  of  1340  per  cent. — with  sundry 
keep  for  cattle,  sugar  for  children,  or  meals  for  the  usurer 
himself,  thrown  in — being  bound  for  life  by  a  chain  that 
he  appeared  powerless  to  shake  off — has  recovered  his 
solvency  easily,  once  the  bank  had  stepped  in  with  a  sub- 
stitution of  12  or  15  per  cent.,  which  is  in  India  a  reason- 
able rate.  Parenthetically  I  would  remark  here  that  the 
Government  has,  as  Registrars  complain  with  reason,  done 
absolute  mischief  by  lowering  the  rate  for  borrowed  money 
apparently  below  market  rate.  That  has  led  people  back 
to  the  belief  that  here  is  government  manna  distributed 
in  an  eleemosynary  way,  and  frustrated  attempts  properly 
made  to   keep  co-operative  banking  upon  business  lines, 
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training  members  to  a  knowledge  of  business  principles. 
The  difficulty  in  the  case  of  such  versura   as   has  been 
referred   to  is,   that  the  usurer  often   declines  to  let  his 
victim  off  part  only  of  his  debt.     Hence  the  practice  has 
crept  in — which  has  its  dangers — of  taking  over  the  entire 
debt  from  the  usurer  en  bloc,  to  recover  from  the  debtor 
piecemeal.     That  gives  an  unscrupulous  or  impecunious 
member  the  whip-hand  of  his  society.      The  propriety  of 
such  course  has  been  much  discussed.      It  is  not  in  itself 
a  convenient  thing  to  do,  since  no  member  is  to  be  trusted 
with  more  credit  than  the  bank  can  be  certain  that,  in  com- 
pany with  his  sureties,  he  will  be  able  readily  to  answer 
for.      But,  provided  that  the  society  can  make  sure  of 
sufficient  money  for  long  enough  to  admit  of  the  borrower's 
paying  off  the  entire  debt  by  easy  instalments,  and  pro- 
vided that  it   holds  adequate  security   to  compel  him  to 
keep  up  his  payments,  there  is  no  reason  why  it  should 
not  assist  him  in  such  rather  heroic  way.     In  all   such 
transactions,  and  whatever  the  object  of  the  loan  may  be, 
however,  sufficient  security  is  essential.      I   am  not  sure 
that  that  is  sufficiently  realised  ;  and  with   so  habitually 
honest  a  people  to  deal  with  as  the  Indians,  it  is  apt  to  be 
overlooked.       However,  one    case    of  fraud    has   already 
occurred,  and  just  a  little  litigation  has  proved  necessary, 
which  ought  to  help  to  put  committees  on  their  guard. 

Apart  from  paying  off  old  oppressive  debts,  quite  a  Objects  of 
variety  of  objects  have  been  put  forward — purchase  of  Loans, 
fertilisers,  of  seed,  of  live  stock,  building  of  houses, 
purchase  of  land.  The  last-named  is,  once  more,  an 
operation  calling  for  caution.  Evidently  wistful  eyes  have 
already  been  cast  upon  mortgages  which — barring,  it  may 
be,  a  few  exceptional  cases — it  ought  to  be  left  to  other 
institutions  to  deal  with.  The  trouble  begins  when  it 
comes  to  Hindoo  marriages,  Mahomedan  funerals  (sradhs), 
pilgrimages  to  Jaggarnath,  and  the  like.  There  have  been 
searchings  of  heart  over  this,  and  some  Registrars  have 
P-B.  M    M 
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proposed  in  the  definition  to  substitute  "  necessary '' for 
"  productive."     Necessity  alone,  however,  will  not  justify 
loans  if  there  is  no  certain  prospect  of  recovery.     If  there 
is,   under  local  circumstances,  a   Hindoo    marriage   may 
unquestionably    be    allowed    to    rank   as    an    object   of 
"  economy,"  like  buying  household  requisites  wholesale. 
As  a  matter  of  fact,  the  advancing  of  money  by  co-operative 
banks  for  such  object  has  already  led  to  a  welcome   and 
promising  curtailment  of  expense  on  such  occasions,  such 
as,  when  giving  an  opinion  in  favour  of  it,  I  ventured  to 
foresee.      Money  being  borrowed  for    "  litigation  "    reads 
rather  curiously.     However,  the  panches  explain  that  they 
have  gone  into  the  cases  carefully  and  hold  the  advances 
to  be  justified.     A  good  committee  and  a  good  council — 
for  we  have  councils  already  in  India — considering  each 
case  on  its  own  merits  and  making  sure  that  there  will  be 
economy    in    the  transaction  and  that    the  loan  will  be 
repaid,  is  in  this  matter  worth  any  ingenuity  in  definition. 
Provision  The  question  of  the  obtainment  of  money  has  naturally 

given  Registrars  a  great  deal  to  think  about.     Closely  con- 
nected with  it  is  the  other  great  question  of"  thrift,"  which 
co-operative  banks  are  specially  designed    to  stimulate. 
Only,  while  stimulating  thrift,  their  managers  will  have 
to  bear  in  mind  what  description  of  persons  they  have  to 
deal  with.     These  people  join  the  society,  not   because 
they  have  money  over,  for  which — it  is  true,  in  the  absence 
of  a   sufficiency   of    savings     bank    offices — they    might 
require  a  receptacle,  but  because  they  are  without  money 
that  they  want,  and   therefore  desire  to  borrow.     To  tell 
them  that  out  of  their  borrowings  they  are  to  bind  them- 
selves to  deposit    so  much  every  year  is  to  teach  them 
false  economy,   more   particularly  when    deposits   are  to 
become  "  fixed  "  deposits,  tied  up  for  a  long  term.     And 
when  you  go  further  still,  and  tell  them  that  such  measure 
is  resorted  to  because  it  is  desirable  that  they  should  be 
made  to  feel  that  they  have  an  "interest"  in  the  bank — 
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to  which  they  have  already  pledged  themselves  in  un- 
limited liability  for  all  that  they  are  worth* — you  tell 
them  what  is  on  the  face  of  it  not  altogether  reasonable, 
and  the  unreasonableness  of  which  they  may  detect  all 
the  more  readily  because  on  the  share,  paid  for  out  of  the 
money  borrowed,  you  allow  them  less  interest  than  3'ou 
charge  upon  your  own  money,  with  which  the  member  is 
to  buy  the  share.  The  time  will  come  in  India,  as  it  has 
come  elsewhere — one  Registrar  plainly  foresees  this — when 
members  will  have  plenty  of  money  to  deposit.  That 
will  be  the  time  to  stimulate  depositing.  Meanwhile 
the  advantages  which  the  use  of  low-priced  money  brings 
them  may  be  trusted  to  inculcate  the  merits  of  thrift  quite 
sufficiently  for  all  practical  purposes.  What  you  want  in 
your  banks  at  the  outset  is,  not  members',  but  other 
peoples  money.  Now  the  Act,  as  observed,  unwisely 
prohibits  non-members'  deposits ;  but  the  difficulty 
appears  pretty  fairly  to  be  got  over  simply  by  calling 
deposits  "loans."!  The  amount  in  which  such  'Moans" 
have  come  in  constitutes  one  of  the  most  gratifying 
features  of  past  experience— all  the  more  that,  in  addition 
to  public  interest  and  sympathy,  it  argues  on  the  whole 
good  management  of  the  banks,  without  which  sufficient 
confidence  in  them  would  not  have  been  awakened.  The 
money  paid  in  comes  for  the  most  part  from  what  may  be 
termed  "  private  "  sources,  the  general  pubHc,  joint  stock 
banks,  wealthy  philanthropists,  and  patriotic  Indians  who, 
now  that  a  bestowal  of  money  is  made  possible  to  them 

*  If  the  Advocate-General  of  Madras  is  correct  in  giving  the  opinion 
that  the  one  year's  liability  of  retiring  members  legally  only  takes 
effect  in  the  event  of  the  society  being  wound  up,  the  Act  certainly 
requires  amending  on  this  point.  There  may  be  cases  in  which  a  call 
has  to  be  made,  although  the  position  of  the  society  is  not  hopeless 
enough  to  warrant  liquidation. 

t  This,  obviously,  meets  the  case  only  of  wealthy  people.  The 
small  man  cannot  "loan"  his  rupees,  though  he  may  well  "  deposit." 
The  Act  should  certainly  be  amended  on  this  point. 

M  M   2 
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which  promises  to  benefit  their  own  race  and  their  own 
neighbours,  freely  part  with  their  possessions — as,  for 
instance,  those  Hindoo  and  Mahomedan  ladies  in  Eastern 
Bengal  have  done  who  are  spoken  of  in  one  of  the  Reports 
— which  possessions  previously  were  not  to  be  tempted 
into  investment. 
Advantages  However,  there   was  more    needed  than   all  this,  and 

ofcfntrfr'     the    way    in    which,   to    provide    that    ''more,"   what    I 
Banks.  •will    here     call     by    the    collective    term    of     "  central 

banks  "  have  been  formed  and  developed  is  most  satis- 
factory. Without  them — that  is,  without  some  appropriate 
means  of  tapping  the  general  market — co-operative  banks 
must  indeed  have  become,  as  one  Registrar  puts  it,  "  a 
few  State-aided,  under-capitaHsed  and  semi-philanthropic 
institutions."  Central  banks  have  in  a  great  measure 
prevented  this,  and  over  the  success  eventually  achieved 
— which  is  most  distinctly  proclaimed  in  the  regular 
relations  established  with  already  quite  a  number  of  joint- 
stock  banks  loaning  them  money  and  likely  before 
long  to  admit  them  to  the  privilege  of  standing  current 
accounts — one  might  be  content  to  overlook  the  faulty 
way  in  which  some  of  them  were  originally  organised,  as 
pledging  the  liability  of  members  of  so  many  banks  with- 
out giving  such  people  a  proportionate  direct  say  in  the 
management,  were  it  not  that  similar  proposals  are  now 
once  more  on  the  carpet.  Of  all  dangers  that  to  be  most 
carefully  guarded  against  is  the  inter-connection  of 
liability  among  various  banks.  That  may  lead  you  you  do 
not  know  where.  That  is,  in  fact,  a  serious  drawback  to 
that  intertwining  of  "  urban  "  and  "  rural "  business 
already  remarked  upon,  which  an  early  pioneer — who  had 
•'  no  time,"  while  in  Europe,  to  visit  other  co-operative 
banks— has  carried  to  India  from  the  narrow  French 
district  in  which  alone  it  has  thus  far  been  practised. 
The  matter  becomes  more  serious  when  the  interlinking  is 
with  central  banks.      The  scheme    of  a  colossal  central 
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bank  "  for   all   India  "  recently  put  forward  is  too  bold, 
at  any  rate  for  the  present.     But  it  is  much  to  be  hoped 
that    central  banks  will  be    further    developed  and  that 
relations  between   them  and  local  banks  will   be  placed 
upon  a  proper  footing.      The  question  whether  central 
banks  ought  to  engage  in  other  business  besides  that  of 
local  banks  is  one  touching  the  peculiar  character  of  each 
bank.      Local  banks,  however,   ought   certainly  to   keep 
their  hands  scrupulously  off  outside  business,  which  w^ould 
be  to  them  a  snare  ;  and  one  is  sorry  to  see  their  engaging 
in  it  already  suggested.     Ne  siitor  supra  crepidam !    As  for 
central    banks,   they  are  differently  situated.     There  are 
some  such  which  ought  distinctly  to  abstain  ;  and  there 
are  others  which  will  do  all  the   better  for  engaging  in 
outside  business.     I  have  argued  this  point  in  "  Co-opera- 
tive Banking."     Whichever  course  be  chosen,  it  is  desir- 
able that  the  central  bank  should  be  a  quite  independent 
body,  self-governed,  however  many   local  banks  may  be 
shareholders  in   it,  and  that  all  local    banking  business 
should  be  centred  in  it.      With  central  banks  to  go  to, 
that  mutual  borrowing  and  depositing  among  local  banks 
which  has  hitherto  been  practised  should  cease.     It  is  in 
many  cases  harmless  ;  in  early  stages  it  may  be  beneficial  ; 
but    it    involves  dangers  which,   when  there    is  such  an 
alternative  as  is  here  instanced,  it  is  well  to  avoid. 

There  is  another  danger  in   central  banks  which  one   Dangers  of 
Registrar  was  happily  quick  to  detect  and  point  out  at  a  '.'  Commercial- 
recent  conference.     Oddly,  President  Heiligenstadt,  know-   '""' 
ing  nothing  about  Indian   banks,  called  attention  to  the 
very  same  point  not  long  before  in  Germany.     In  some 
quarters  business  may  easily  become  too  "  commercial  " 
and  too  "  capitalist."    Business  must,  of  course,  always  be 
business,    wherever  transacted.       However,   here  we  are, 
dealing  with  a   distinctly  co-operative  institution,  which 
wants  to  be  carried  on  in  a  fully  co-operative  spirit.     The 
leading  principle  in  co-operation  is  service  without  profit, 
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Benefit  of 
Avoidance  of 
"  Oflficialism.' 


for  common  benefit  ;  the  leading  idea  in  capitalist  business 
is  the  earning  of  a  profit  for  the  few,  to  be  taken  out  of 
the  pockets  of  the  many.  Seeing  how  things  are  done, 
how  remuneration  is  already  clamoured  for,  and  shares  are 
in  one  territory  sold  at  a  premium,  and  so  on,  I  must 
own  to  some  misgivings.  Danger  appears  to  be,  at  any 
rate,  within  a  measurable  distance. 

At  another  point  of  banking  organisation,  central  banks 
have  in  India  rendered  very  effective  help.  Whether  they 
are,  in  the  long  run,  the  best  qualified  institution  to  con- 
tinue rendering  it,  whether  the  burden  should  not  rather 
be  shifted  upon  the  shoulders  of  those  "  unions  "  which 
Registrars  are  already  rightly  talking  of  forming,*  isanother 
matter.  For  the  present  we  may  be  thankful  that  the 
service  is  given  at  all,  as,  in  some  form  or  other,  it  will 
under  all  circumstances  have  to  be  given  by  some 
institution. 

Under  the  special  circumstances  of  India,  the  duty  of 
inspecting,  as  well  as  of  promoting  banks,  has  thus  far  of 
necessity  had  to  be  laid  upon  the  official  Registrars,  who, 
so  it  is  only  fair  to  explain,  are  in  this  matter  really  not 
at  all  acting  in  an  "  official  "  way— like,  for  instance,  the 
German  landrdthe,  or  the  French  prefets,  or,  in  Austria,  the 
territorial  Diets.  Very  properly  do  they  appear  to  have 
kept  Collectors  and  other  political  officers  out  of  the 
movement  as  much  as  was  possible,  and  the  Government 
itself  has  emphasised  its  determination  that  officialism 
shall  not  be  brought  into  it  by  refusing  the  privilege  of 
summary  collection.  Official  supervision  of  some  sort,  of 
course,  there  will  always  have  to  be,  just  as  we  cannot  in 
the  United  Kingdom  do  without  it  in  our  co-operative 
societies.  The  State  must  see  that  its  laws  are  obeyed. 
But,  once  the  proper  stage  of  development  is  reached, 
further  than  that  official  interference  should  not  go.  We 
cannot  yet  be  said  to  have  arrived  at  that  point  in  India. 
*  The  Act  shortsightedly  does  not  yet  permit  them. 


CO-OPERATIVE   CREDIT  IN  INDIA.  535 

For  some  time  still  the  Registrars  will  have  to  go  on 
directing  the  work  in  the  movement,  taking  for  the  time 
the  place  of  the  coming  "  union."  However,  by  this 
time  the  movement  has,  at  any  rate,  already  outgrown 
the  possibility  of  supervision  solely  by  Registrars,  unless 
we  are  deliberately  to  come  to  a  standstill.  Restrained  as 
it  has  been — in  the  sense  of  expansion  not  being  pushed, 
while  efforts  have  been  in  the  main  concentrated  upon 
consolidation — the  movement  has  nevertheless  grown  too 
big  for  that.  Apart  from  conducting  the  propaganda, 
the  Registrars  have  practically  had  to  fill  the  place  not 
only  of  the  councils  of  inspection  or  of  supervision  of  the 
several  banks — which  councils  it  is  always  difficult  to  form 
on  new  ground,  not  in  England  alone,  although  they 
must  be  regarded  as  an  absolutely  indispensable  part  of  the 
organic  machinery — but  also  of  the  superior  body  which, 
like  the  German  and  Austrian  "  unions,"  inspects  from 
outside.  And  for  all  this  work  the  Government  has 
allowed  them  only  an  inadequate  staff — pinching  at  the 
very  point  at  which  it  might  without  danger  have  practised 
a  little  generosity.  This  cannot  go  on,  not  only  because, 
after  all,  Registrars  are  only  human,  with  limited  physical 
powers,  but  also,  and  in  a  very  much  higher  degree, 
because  that  would  threaten  to  spoil  the  movement 
altogether.  For  the  movement  can,  as  a  co-operative 
movement,  succeed  only  if  based  upon  self-reliance  and 
independence.  The  point  of  time  has  in  truth  come 
when,  as  one  Registrar  very  properly  put  it  at  the  last 
Registrars'  conference,  the  movement  must,  from  a  quasi- 
official,  be  expanded  into  a  national  movement,  if  it  is  to 
be  carried  any  further.  Fortunately,  the  question  of 
internal  inspection  is  to  some  extent,  slowly  it  may  be, 
settling  itself.  One  of  the  most  gratifying  features  in  the  Educative 
progress  of  the  movement,  more  gratifying  even  than  its  g^nk"  ° 
financial  success,  is  the  educative  action  which  it  has 
already  brought  to  bear  upon  those  engaged  in  it.     As 
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recently  as  in  igo6,  a  Registrar,  now  promoted  to  other 
office,  pointedly  complained  of  the  dominant  illiteracy 
of  his  public.  That  same  "  public  "  has  now,  by  the 
light  of  the  bank's  teaching,  discovered  the  drawbacks 
attending  upon  such  illiteracy — just  as  have,  under  the 
same  influence,  the  peasants  in  Italy — and  is,  accordingly, 
clamouring  for  measures  that  will  remove  it :  for  vernacular 
schools,  night  schools  and  so  on.  The  Government,  so 
I  would  venture  to  suggest,  might,  in  view  of  the  utility 
of  co-operative  credit  already  established,  very  well 
meet  such  laudable  aspirations  by  causing  co-operative 
principles  to  be  taught  in  such  elementary  schools  as  exist. 
That  would  be  no  altogether  new  feature.  It  is  done 
with  success  elsewhere;  and  it  would  be  a  material  help 
to  the  further  extension  of  the  banking  movement  and 
prepare  the  way  for  more  co-operation.  For  people  are 
already  asking  for  co-operation  of  other  sorts — dis- 
tributive, productive,  and,  above  all  things,  agricultural. 
Demand  for  The  opportunites  furnished  by  the  banks  have  whetted  the 
of"<nheH<inds.  popular  appetite  for  more  productive  methods  of  husbandry. 
Rayats  are  beginning  to  farm  better,  they  employ  Meston 
ploughs  and  other  perfected  implements,  and  they  ask  for 
better  seed  and  more  artificial  manure.  And  they  would  like 
to  carry  improvement  still  further.  That  is  just  what  has 
happened  among  the  fellaheen  of  Egypt ;  and  it  makes  one's 
heart  glad  to  see  it.  Distribution  is  evidently  likewise  on 
the  approach,  and  in  view  of  such  prospect  Registrars  are 
becoming  more  urgent  in  their  demand  that  the  Act  should 
be  amended  so  as  to  permit  the  practice  of  other  forms 
of  co-operation,  besides  credit,  which  now,  under  a  clause 
pressed  upon  the  Government  at  the  last  moment  by  Sir 
James  Wilson,  is  indeed  possible,  but  only  by  special  autho- 
rity to  be  first  asked  for.  Registrars,  evidently  unfamiliar 
with  this  aspect  of  Co-operation,  appear  needlessly  dis- 
tressing themselves  about  the  precise  manner  in  which 
co-operative  distribution  should  be  practised.      In  small 
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rural  societies  it  may  very  well  be  combined  with  the 
practice  of  credit.  Both  will  probably  thrive  the  better 
for  the  union.  Above  that  point  the  two  should  be  kept 
strictly  separate.  In  Switzerland  distributive  societies 
have  actually  gained  in  membership  and  in  business  by 
limiting  sales  to  members.  In  India  circumstances  are 
altogether  different,  and  limiting  distribution  to  members 
would  certainly  obstruct  progress.  No  "  dividend  to 
custom"  to  non-members,  or  half- dividend,  or  even 
whole  dividend  earmarked  as  an  instalment  towards  a 
share,  as  a  step  to  membership,  would  help  organisers  over 
most  difficulties. 

But,  to  return  to  inspection — practice  has  likewise  had  Inspection, 
the  educating  eff"ect  of  clearing  the  sight  of  not  a  few 
among  those  benefited  by  co-operative  credit  to  the 
extent  of  making  them  understand  the  utility  and,  indeed, 
necessity  of  inspection.  Supervising  councils  have  been 
formed  and  are  beginning  to  act  upon  their  own  initiative. 
Their  proper  function  is  not,  indeed,  everywhere  fully 
realised.  Indians  have  a  rooted  respect  for  their  "  panch," 
and,  like  the  schoolmaster  who  would  not  uncover  before 
King  Charles  I.,  lest  his  boys  should  lower  their  respect  for 
himself  by  discovering  that  there  was  some  one  in  the  world 
greater  than  he,  they  will  not  allow  the  Council  to  sit  in 
judgment  upon  the  Committee.  That  will  have  to  be 
altered  in  course  of  time.  But  in  the  meanwhile  at  least 
accounts  are  inspected,  the  application  and  justification  of 
advances  are  inquired  into  and  watched,  and  in  this  way 
things  are  put,  independently,  upon  a  sounder  footing.  For 
the  superior  inspection,  which  is  likewise  necessary,  there 
is  at  present — apart  from  the  Registrars — no  body  available 
except  the  Central  Banks,  so  far  as  their  operations  go  ; 
and  Registrars,  once  more,  deserve  credit  for  keeping  this 
matter  closely  in  view  and  utilising  the  Central  Banks  for 
such  purpose.  A  Central  Bank  doing  business  with  a  local 
bank  will  in  any  case  have  to  be  allowed  full  insight  into 
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the  local  bank's  affairs.  But  that  will  be  for  its  own 
security.  Superior  inspection  is  required  even  more 
pressingly  for  the  safety  of  the  banks  themselves.  And  in 
view  of  that  a  "  Union  "  of  banks,  which  has  no  selfish 
interest,  certainly  appears  the  best  adapted  body.  There 
can  now,  fortunately,  be  no  fear  oi official  inspection,  other 
than  that  practised  temporarily  by  the  Registrars.  For  the 
Registrars  themselves  object  to  it,  as  being  likely  to  become 
a  matter  of  red  tape,  routine  and  favouritism.*  On  more 
grounds  than  this  is  it  desirable  that  sooner  or  later 
"Unions"  should  be  formed  to  take  the  conduct  of 
affairsinto  theirown  hands,  andleave  the  Registrars  to  carry 
out  only  their  proper  official  supervision  within  set  limits. 
But  as  to  the  subsidising  of  such  Unions,  about  which 
something  was  said  at  the  latest  conference,  I  would  at 
once  warn  Registrars  that  their  colleague  who  endeavoured 
to  justify  such  by  reference  to  what  has  happened  in 
England  is  hopelessly  wrong  in  his  facts.  It  is  not  at  all 
the  co-operators  in  the  English  body  subsidised  who 
were  content  with  the  payment  of  a  Government  grant, 
which  was  really  pressed  upon  that  body  by  its  Ministerial 
Committeemen.  It  was  the  non-co-operators,  who  have  not 
yet  found  out  that  "  all  is  not  gain  that  is  got  into  the 
purse,''  who  welcomed  it.  The  co-operators  objected 
strongly,  but  in  the  end  vainly.  In  truth,  like  the 
Highlander's  "  drops  of  water,"  every  one  of  which  is  said 
to  spoil  the  whiskey,  every  pound  of  Government  subsidy 
may  be  taken  to  spoil  Co-operation. 
Objections  to  As  regards  summary  collection,  which  some  Registrars 
Summary  unfortunately   still    hanker   after — quite   apart    from    the 

Powers  of  •'  '  ^  . 

Collection.  argument  urged  by  one  Registrar,  that  it  must  be  damagmg 
to  banks,  after  they  have  exercised  summary  powers,  to 
have  them  withdrawn,  as  in   course  of  time  must  surely 

*  M.  Lu/zatti,  in  an  article  recently  published,  declared  that 
inspection  in  the  present  sense,  by  officers  of  the  State,  where  there 
is  a  Union,  is  worth  less  than  no  inspection  at  all. 
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happen — the  experience  of  our  English  Loan  Societies, 
which  in  1840  were  endowed  with  such  powers  (which  have 
never  formally  been  taken  from  them),  should  be  a  con- 
clusive deterrent.  Magistrates  soon  grew  tired  of  being 
asked  to  issue  warrants  for  such  purpose.  In  the  words 
of  a  memorial  presented  a  long  time  ago  by  the  Bench 
at  Leeds,  the  matter  "  stank  in  the  nostrils  "  of  magistrates, 
because  they  saw  that  summary  powers  made  managers 
utterly  careless  whom  they  lent  to,  since  it  did  not 
matter  whether  they  had  security  or  not,  seeing  that  the 
magistrates  would  in  any  case  collect  the  debt  for  them. 
A  co-operative  bank  which  cannot  ensure  repayment  of 
loans  by  means  of  security  and  moral  authority  has  in 
truth  no  right  to  exist.  On  the  showing  of  Registrars 
themselves  only  in  rare  cases  has  recourse  to  law  courts 
proved  necessary,  and  in  such  cases  such  remedy  has  also 
proved  sufficient. 

After  the  foregoing,  by  no  means  exhaustive,  considera- 
tion of  points  which  the  present  position  of  affairs  rather 
forcibly  suggests,  it  may  be  interesting  to  review  very 
briefly  the  actual  movement  in  its  several  parts,  whatever 
the  merits  of  the  division  adopted  may  be  held  to  be. 

The  first  interest  will  probably  attach  to  those  banks  Present 
which  minister  to  agriculture  and  have  accordingly  been  Indian  Banks, 
dubbed  "  rural."  They  are  all,  or  nearly  all,  based  upon 
unlimited  liability.  Their  number  has  in  the  past  year 
increased  from  1,219  to  1,766,  with  117,159  members  in 
the  place  of  93,972,  and  4,032,806  rupees  working  capital 
in  the  place  of  2,239,124,  of  which  sum  only  542,009 
rupees  came  from  the  State.  Of  the  same  sum  559,635 
rupees  represents  share  capital,  106,470  rupees  reserve 
funds,  1,414,616  rupees  had  been  borrowed  from  other 
societies  (mainly  Central  Banks),  and  712,109  rupees  from 
non-members,  who,  as  observed,  must  not  deposit. 
Deposits  made  by  members  figured  at  610,314  rupees. 
In  the  course  of  the  year  16,112  rupees  had  been  received 
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in  entrance  fees  and  238,621  rupees  in  payments  towards 
share  capital.  The  amount  of  deposits  paid  in  stood  at 
306,942  rupees,  against  92,337  rupees  drawn  out.  Govern- 
ment assistance  had  been  drawn  upon  to  the  extent  of 
184,639  rupees,  but  61,577  rupees  of  this  had  been  repaid. 
Other  sources  had  been  drawn  upon  to  the  extent  of 
1,568,049  rupees,  of  which  712,471  rupees  had  been 
repaid.  Members  had  received  3,756,049  rupees  in 
advances,  and  repaid  2,072,183  rupees.  The  balance 
outstanding,  fructifying  in  their  pockets,  was  3,665,633 
rupees.  The  number  of  societies  quoted  includes  twenty 
"  non-cash  "  societies — probably  for  the  most  part  "  seed 
societies" — which  had  at  the  close  of  the  year  12,461  rupees' 
worth  of  stock  in  hand.  All  balance-sheets  save  one  close 
with  an  overplus,  which  sums  up  to  216,450  rupees. 

All  this  indicates  healthy  growth — the  more  healthy, 
because  the  movement  was  rather  restrained  than  forced, 
and  because  faulty  societies  have  been  ruthlessly  liquidated. 
The  apprehension  to  which  the  opinions  expressed  in  some 
quarters  give  rise  is  that  possibly  the  distinctive  feature 
of  smallness  of  such  societies — which  really  is  proper  to 
Raiffeisen  societies  alone — may  be  carried  too  far.  Small- 
ness is  not  in  itself  an  advantage.  Its  justification  in 
practice  is  that  close  touch,  intimate  mutual  knowledge 
among  members,  and  opportunities  for  unforced  observa- 
tion are  absolutely  indispensable.  They  are  to  be  secured 
only  in  a  small  district ;  but  it  does  not  follow  that  the 
number  of  members  must  be  very  small. 

Turning  to  "urban''  societies,  there  were  225  such 
registered,  most  of  them  based  upon  limited  liability, 
twenty-seven  of  which  have  to  be  deducted  as  not  being 
"  cash  "  societies.  That  compares  with  158  societies  in  the 
preceding  year.  Their  collective  membership  was  66,592, 
as  against  56,899  in  1908  ;  their  working  capital  3,347,489 
rupees,  as  compared  with  2,275,695  rupees.  Of  such 
available  capital  only  87,478  rupees  came  from  the  State ; 
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829,504  rupees  was  share  capital,  666,885  rupees  deposits, 
1,444,923  rupees  consisted  of  loans  from  non-members, 
and  90,195  rupees  of  loans  from  other  societies.  The 
societies  which  are  not  "  cash "  societies  had  131,657 
rupees'  worth  of  stock  in  hand.  There  was  2,035,776 
rupees  owing  from  members,  held  in  the  shape  of 
advances.  During  the  year  2,212,561  rupees  had  been 
paid  out  in  advances  to  members,  and  1,690,713  rupees 
had  been  repaid.  Deposits  received  during  the  year 
amounted  to  711,818  rupees,  deposits  withdrawn  to 
435,075  rupees.  Entrance  fees  taken  during  the  year 
figured  at  5,997  rupees,  and  payments  towards  share 
capital  at  311,171  rupees.  The  reserve  funds  amounted 
to  86,885  rupees.  All  but  two  societies,  which  closed 
with  a  trifling  loss,  had  earned  a  profit,  the  collective 
figure  for  which  was  138,772  rupees. 

A  fair  number  of  such  "  urban "  banks  are  distinc- 
tively clerks'  societies  and  societies  of  employees  in 
Government  and  commercial  establishments,  which  seem 
to  answer  exceedingly  well  and  are  accordingly  multiply- 
ing. It  is  perfectly  natural  that  co-operative  credit  should 
be  readily  adopted  amid  such  surroundings  which,  by  pro- 
viding touch  and  the  realisation  of  responsibility,  create  in 
a  manner  an  ideal  membership  for  co-operation.  Of  late 
co-operative  credit  is  reported  to  have  gained  ground  also 
among  artisans — brass  workers,  ekka  drivers,  shoemakers, 
fruit  sellers,  and  the  like — who  apparently  organise  them- 
selves in  very  small  societies  of  one  calling  only,  with  what 
seems  like  a  strongish  dash  of  Raiffeisen  principle  infused 
into  them.  It  is  impossible  to  judge  at  a  distance  whether 
such  separation  of  callings — which  in  Europe  has  not 
answered — is  in  India  a  necessity.  It  may  very  well  be 
that  members  will  not  organise  otherwise.  It  would  be 
odd  if  such  beginnings  among  such  a  class  of  men  did  not 
lead  to  co-operative  production,  for  which  evidently  a 
taste  has  been  developed  among  natives. 
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At  the  apex  of  the  pyramid  stand  the  central  banks, 
whose  main  object  is  to  take  charge  of  the  overplus  cash 
balances  of  local  societies,  and  tap  the  general  market  in 
their  interest — in  virtue  of  the  greater  confidence  reposed 
in  them  by  reason  of  their  broader  foundation  of  liability — 
in  order  to  loan  the  money  so  collected  to  local  societies. 
There  were  at  the  time  named  fourteen  such  central 
banks,  all  but  one  based  on  limited  liability,  with 
937,526  rupees  working  capital,  of  which  only  56,657 
rupees  came  from  the  Government,  while  share  capital 
stood  at  88,115  rupees,  reserve  funds  at  2,453  rupees, 
deposits  at  340,820  rupees,  and  other  loans  at  428,582 
rupees.  The  sum  of  890,521  rupees  was  owing  to  the 
banks  for  advances  outstanding.  The  annual  receipts  in 
entrance  fees  figured  at  1,306  rupees,  in  share  capital  at 
52,105  rupees,  in  deposits  at  336,966  rupees.  Against  this 
there  had  been  119,881  rupees  deposits  and  1,300  share 
capital  withdrawn.  The  advances  made  amounted  to 
966,703  rupees,  against  which  302,189  rupees  had  been 
repaid.  The  balance-sheets  all  close  with  a  profit,  which 
stands  collectively  at  12,489  rupees.  Of  course,  all  these 
central  banks  are  "cash"  societies.  They  are  scattered 
over  various  provinces.  There  are  two  in  Bengal,  three  in 
Madras,  three  in  the  United  Provinces,  four  in  the  Central 
Provinces,  and  one  in  Burma. 
Benefits  of  A    review    of    the    foregoing    figures,    and    of  all    the 

Co-operation     incidents  relating  to  them,  can  leave  no  doubt  whatever 

to  India.  b  ' 

upon  one's  mind  that  the  seed  of  co-operation  has  in  India 
fallen  upon  good  ground.  The  progress  made  is  quite 
phenomenal,  such  as  has  nowhere  else  been  previously 
known.  Of  course  we  shall  have  to  admit  that  all  that 
has  been  established  is  not  perfect — there  is,  indeed,  a 
great  deal  still  capable  of  improvement.  Also,  it  will  have 
to  be  owned  that  the  movement  has  not  by  any  means  yet 
passed  out  of  the  experimental  stage  and  shown  its  mettle 
by   weathering  trials.     There   appear   to  have  been  few 
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such ;  and  it  may  be  well  to  warn  Registrars  that  some  of 
their  rather  original  devices — it  may  be  some  pet  ones — 
which  promise  well  enough  under  a  fair  sky,  are  likely  to 
suffer  under  stress  of  stormy  weather,  such  as  is  sure  to  come. 
That  is  no  reproach  to  their  resourceful  and  original  work- 
manship on  altogether  untried  ground,  where  novel  methods 
are  undoubtedly  wanted.     But,  make  what  allowance  we 
will,    it    is    evident    that    the    institution  of  co-operative 
credit   has   gained   a   foothold  in  India  and  revealed  its 
efficacy  as  a  remedy   for  distress   and   backwardness — a 
remedy  of  greater  utility  than  anything  that  State  tutelage 
or  State  financing  could  have  produced.     It  has  brought 
money  to  many  a  spot  thirsting  for  it,  generally  in  the 
right  way  ;  in  many  cases  has  it  replaced  hopeless  insol- 
vency by  solvency  already  attained  or  else  in  prospect ; 
there  are  at  any  rate  hundreds,  probably  thousands,  who 
have  by  the  aid  of  this  helpful  ally  effectually  liberated 
themselves  from  the  usurer's  yoke ;  there  are  villages  in 
which  the  mahajan  and  the  sowcar  now  find  their  occupa- 
tion gone.     The  institution  has  accordingly  inspired  new 
hope  into  the  debt-burdened  rayats,  and  opened  to  them  a 
way  to  higher  existence.     At  the  same  time  it  has  already 
quickened  their  intelligence  and  awakened  their  power  of 
thought,  understanding  of  business,  and  sense  of  responsi- 
bility.    They  have  learnt  something,  and  they  are  showing 
themselves  anxious  to  learn  more.  They  want  to  master  rudi- 
mentary letters,  to  fit  themselves  for  keeping  accounts  and 
for  checking  them.      They  are  learning  the  art  of  society 
management.     They   want    to    farm    better  and  produce 
more — in  part  at  any  rate  for  our  benefit,  as  well  as  for 
their  own.     For  it  is  for  us  also  that  their  better  tilled  fields 
will  bring  forth.     Their  young  men  are  working  together 
— with  the  assistance   of  men  like  Sir  Daniel  Hamilton 
— to   enable  themselves   to   form    new  land  settlements. 
And  all  this  has  been,  and  is  being,  attained — it  should 
be  a  telling  lesson  to  our  friends  on  the  Continent — with- 
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out  more  than  very  moderate  assistance  from  the  State, 
such  as  was  at  the  beginning^  necessary,  but  is  now  gradu- 
ally being  discontinued.      Well-wishers  of  their  country 
and  their  own  neighbours  have  come  forward  with  funds. 
But   over   and    beyond  this,    private    hoards   have   been 
tapped  and  the  funds  of  the  general    public   have   been 
attracted.      Patriotism    and    race  feeling  have  begun  to 
achieve  what   persuasion  and    instruction  have  failed  to 
accomplish,    that     is,    to    make     natives    employ    their 
hoarded  gold  for  productive  purposes.     In  these  various 
ways    co-operative     banks    have     been    set    upon    their 
own   feet.     "  By  far   the   most  important  source    is   the 
general  investing  public,"  so  writes  one  of  the  Registrars. 
"  Without  any  advertisement  there  has  been  no  difficulty 
in  raising  all  the  money  required  "  at  the  current  market 
rate    of   interest.     Poor    people    have    deposited   money, 
wealthy    philanthropists    have    lent    it,    and    joint-stock 
banks  have  done  the  same,  with  a  view  to  sound  invest- 
ment.    "  After  some  years  each   (bank)  will  have  more 
capital  than   it  can   fully  utilise  in    loans  to   members." 
"Some  years"  may  be  rather  a  sanguine  estimate.     How- 
ever, just  as  in  Germany,  the  time  when  this  prediction 
will  be  made  true  seems  destined  to  come.     And  then, 
the  same  as  has  happened  in  the  agricultural  Co-operative 
Unions  of  Germany,  and  in  our  own  great  (distributive) 
Co-operative  Union,  we  are  likely  to  see  the  surplus  funds 
devoted,    for  the   good   of    the  working  and  cultivating 
population,   to   the   creation  of   co-operative    productive 
enterprises,      more      particularly      of      an      agricultural 
character,  and  to  agricultural  and  other  improvements — 
irrigation,  larger  outlay  upon  machinery  and  implements, 
upon  employment  of  fertilisers,  improved  breeds  of  live 
stock,    improved   seeds   and   the    like.      This   cannot   be 
expected  all  at  once.     Howe\er,  India  is  marching  on  to 
such  goal,  and  it  bids  fair  to  attain  it.     Certainly  to  India 
co-operative  credit  promises  to  prove  a  boon. 


CHAPTER    XVIII 

CONCLUSION 

After  what  has  been  said  I  think  it  will  have  to  be  Economic 
admitted   that    by   the  creation  of  co-operative  credit  a  ^^^"'tsof 

r  ...  .  '^  Co-operative 

new  torce,  alike  economic  and  educational,  of  singular  Credit, 
potency  and  efficacy  has  been  placed  at  the  service  of 
humanity.  Reckon  up  the  mere  volume  of  money 
which  this  co-operative  mint  has  drawn  from  the  capitalist 
market,  and  placed  at  the  service  of  small  producers — 
cultivators,  traders,  and  wage-earners — distributing  it 
judiciously  at  the  very  points  at  which  there  was  greatest 
need  for  it  and  at  which  it  promised  to  prove  most  produc- 
tive, dividing  it  according  to  the  requirements  of  each  case, 
watching  over  its  employment,  and  then,  after  having 
given  bread  to  the  eater  and  seed  to  the  sower,  gathering 
it  all  up  again  with  scarcely  any  loss  and  with  adequate 
interest !  That  sum,  so  we  know,  must  now  tell  up  to 
many  hundreds  of  millions. 

And  all  this,  so  I  should  wish  to  point  out,  is  new 
business.  Barring  some  very  few  instances  of  what  I 
consider  abuse,  or  usurpation,  it  has  not  taken  away  a 
stiver  from  any  other  bank's  dealings.  Rather  has  it 
raised  up  a  large  host  of  recruits  for  ordinary  banks,  and 
given  them  the  means  wherewith  to  become  the  regular 
customers  of  such.  Ordinary  banks,  in  fact,  cotdd  not 
have  supplied  the  want  that  these  co-operative  banks  have  * 
met,  because  they  could  not  have  recognised  the  security 
which  alone  members  of  co-operative  banks,  as  they 
should  be,  are  in  a  position  to  offer,  nor  stooped  down  to 
such  humble  ministrations  as  such  people  require.     The 
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co-operative  banks  have  therefore  in  very  truth  acted  as 
pioneers  for  the  direct  benefit  of  those  other  banks. 

And  this  new  productive  force  has  shown  itself  of 
universal  applicability.  It  recognises  no  frontier,  geo- 
graphical or  racial.  It  has  the  power  of  adapting  itself 
to  all  surroundings.  The  Mahomedan  and  Hindoo  of 
India  benefit  by  it,  as  do  the  German  and  Italian,  the  Finn, 
the  Slav  and  the  Fleming.  It  conjures  treasure  out  of  the 
soil,  it  crowns  small  trade  with  success. 

Seeing    what    it    can   accomplish,   it  is  not  surprising 
that  this  novel  practice  of  credit  should  have  spread  out 
rapidly   all  over  Europe,  and  beyond  Europe— with  the 
exception,  sad  to  say,  only  of  our  own    laggard   island. 
There   the  Augustan  God  "Terminus"  appears  to  have 
erected   his   altar,   constructed   of  Whitehall   prejudices, 
which   are   harder    than    Aberdeen    granite.     Elsewhere 
progress  has  of  late  been  by  leaps  and  bounds,  to  such  a 
degree  that  entire  new  worlds  of  co-operative  credit  seem 
to  have  sprung  up  even  since  the  second  edition  of  this 
book  appeared  in  print.     To  the  eye  of  those  who  have 
not  stopped  to  analyse  the  forces  at  work  in  it,  its  develop- 
ment appears  little  short  of  miraculous.     And  thus  Jules 
Simon's  words  prefixed  to  this  volume  have  been  made 
true,  and  "the  greatest  banker  of  the  world"  has  been 
proved  to  be  he  "  who  disposes  of  the  mite  of  the  poor." 
And,  as  well  as  the  greatest,  he  has  also  proved  the  safest 
— the  man  to  whom  rich  and  poor  alike  may  without  fear 
of  loss  entrust  their  deposits,  well  assured  that,  since  he 
has  no  inducement  to  incur  risk,  he  will  incur  none. 
M..rai  Results.       That  is  Hot  the  result  in  the  creative  work  accomplished 
upon  which  I  should  wish  to  lay.  greatest  stress.     I  should 
be  disposed  to  set  an  even  higher  value  upon  the  diffusive- 
ness of  the  work  done — upon  its  reaching  down  to  the 
very  humblest  and  necessitous,  whom  nothing  else  would 
help,    and    raising  him  by  education  and  by  training   to 
business  ways,  in  addition  to  providing  him  with  means 
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for  turning  such  ways  to  account.     To  the  application  of 
such  power  it  appears,  moreover,  impossible  to  set   any 
limit.     Its  raw  material  abounds  wherever  there  is  oppor- 
tunity  for   work.     Its    opportunity    for    converting   that 
material  into  money's  worth,  by  the  specific  expedient  of 
making  it  men's    interest  to  be  businesslike  and  honest, 
exists  wherever  there  is  need.     To  my  mind   there   has 
never  been  a  more  prolific  source  of  potential  temporal 
good  placed  at  the  disposal  of  those  who  are  dependent 
upon  labour.     For  to  them  co-operative  banking  means, 
if  they  choose  to  profit  by  its  gifts,  not  democratisation 
of  credit  only,  but,  by  the  help  of  democratised  credit, 
democratisation  of  production  also,  the  securing  to  the  toiler 
of  the  full  reward  for  his  labour — and  emancipation.     Do 
not  let  us  quarrel  over  the  legitimacy  of  such  a  chan'^e  ! 
It  will  never  do  away  with  capitalist  enterprise.     It  will 
never  bring  about  the  establishment  of  an  economic  ochlo- 
cracy.    But  it  may  open   a   fair   field   for  capacity  and 
industry,  and  the  proverbial  "career"  to  "talent"  in  the 
very   poorest.     It    may   unbuckle   the    knapsack   of    the 
soldier  in  the  great  industrial  army,  in  which,  according 
to  tradition,  lies  concealed  the  marshal's    baton.     To   a 
nation  it  must  mean  much  more.     It  means — or  at  any 
rate,  it  may  mean — concurrently  with  democratisation,  an 
indefinite  increase  of  production,  a  wholesale  mobilisation 
of  productive  forces,  a  material  diminution  of  unemploy- 
ment, fuller  satisfaction  to  the  toiler,  without  additional 
taxation  of  any  one,  diminution   of  want,  a  diffusion  of 
prosperity,  to  a  ver>'   great  extent  the  disappearance   of 
economic   strife,   education,    elevation,    the    making    the 
entire  community  richer,  happier,  better. 

It  is  quite  true  that  its  utility  varies— according  to  the 
degree  of  purity  in  which  the  principle  is  applied.  Leon 
Say's  words  have  proved  true  to  the  very  letter.  //  ne  sicffit 
pas  d' avoir  une  bonne  machine,-  il  faut  aussi  avoir  un  bon 
mecanicien.     But    do    not    let    us  pretend  that  there   are 
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differences    of    quality   as    between    distinct    systems   as 
such. 
The  Under-  There  are  differences  of  appHcation.     Necessarily    so. 

lying  Frin-        you  cannot   serve   a   densely   populated  district    as   you 
'"'''^'  would  a  country  parish.     You  cannot  provide  for  a  trades- 

man trained  to  business  in  precisely  the  same  way  in  which 
you  provide  for  an  untrained  rustic.  Again,  there  are 
differences  of  the  spirit  in  which  the  principle  is  applied. 
There  are  those  whose  aim  ends  in  the  pocket,  who  would, 
so  to  speak,  take  their  ticket  in  co-operation  as  they  take 
it  in  a  railway  train,  which  runs  for  many,  but  in  which 
every  one  travels  for  his  own  profit.  There  are  those, 
again,  who  through  the  pocket  wish  to  reach  the  heart, 
who  co-operate  as  do  joint-settlers  in  a  new  colony,  in 
which  each  has  his  own  gift  to  bring  to  the  common  stock 
for  his  own,  but  at  the  same  time  also  for  the  common 
good. 

However,  the  systems,  so  far  as  they  differ,  are  still,  as 
Leon  Say  has  laid  it  down,  "  of  one  family."  There  are 
two  of  them,  and  essentially  only  two,  the  one  based  upon 
shares,  the  other  upon  unhmited  liability.  But  in  both 
the  underlying  principle  is  the  same.  And  it  is  idle  to 
pretend  that  the  one  system  is  good  and  the  other  bad. 
Both  systems  mean  the  substitution  of  effort,  close  atten- 
tion, rigorous  conditions,  for  capital,  which  has  the  power 
of  purchasing  its  own  credit. 

The  application  of  the  one  or  the  other  should  be  deter- 
mined by  circumstances.  And  do  not  let  us  suppose  that 
here  is  a  "  socialist "  or  else  a  "  patronised  "  scheme,  which 
by  force  or  begging  would  take  money  out  of  other  people's 
pockets.  In  the  precise  degree  in  which  it  does  this  it  is 
deteriorated.  The  more  fully  it  recognises  ordinary  busi- 
ness principles,  the  more  truly  is  it  co-operative.  One 
system  differs  from  the  other  as  does  a  motor-omnibus 
from  a  country  buggy  cart.  The  one  requires  less  per- 
sonal attention,   but   larger   capital  to   begin    with,   and 
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greater  study  of  the  further  increase  of  capital.  Its  strokes 
are  bolder,  but  it  presupposes  greater  familiarity  with 
business.  The  educational,  morally  elevating  efficacy 
which  makes  the  beauty  of  the  Raiffeisen  system,  is  quite 
peculiar  to  that  scheme.  It  deals  with  much  smaller 
values,  but  it  can  dive  down  into  the  lowest  depths  of 
poverty.  It  has  to  pay  for  this  by  a  limitation  of  its 
operations,  by  the  foregoing  of  large  transactions,  by  per- 
sonal application  and  devotion  to  its  educating  work. 
Economically,  how^ever,  the  moving  power  is  in  both  cases 
identical.  Both  systems  mean  thrift,  both  alike  mean 
gradual  training  to  business,  making  better  men  of  those 
upon  whom  they  act.  Real  differences,  affecting  the 
quality  of  the  work,  come  upon  the  scene  only  where 
principle  ceases  to  be  applied  in  its  purity,  where  by-ends 
are  allowed  to  assert  themselves  and  to  become  main  ends, 
where  the  elements  which  make  up  the  creative  force 
employed  are  adulterated.  There  are  unfortunately  not 
a  few  tares  already  in  the  field,  giving  it  a  rich  and 
luscious  appearance,  but  meaning  at  the  end  of  the 
process  an  empty  garner  or  else  poisoned  bread.  The 
forces  which  assure  to  them  their  sway  are  indolence  and 
impatience.  Indolence  is  perfectly  willing  to  give  money  ; 
but  it  grudges  the  personal  effort,  the  application,  the 
"  abstinence,"  in  the  economic  sense,  which  self-help  in- 
fallibly calls  for.  Impatience  adulterates  the  seed  in  order 
to  produce  an  earlier  crop  of  deceptive  vegetation  which 
looks  like  wheat  but  is  only  weeds.  Common  sense 
requires  that  such  examples  should  be  rejected.  We  want 
a  plant  that  will  stand  "  the  loud  blast  that  tears  the 
skies,"  not  a  vegetable  drawing-room  ornament  which  will 
embellish  an  ambitious  man's  title  to  premature  recogni- 
tion, but  will  not  endure  a  frost  or  a  gale.  Co-operative 
credit  means,  as  has  been  shown,  not  the  distribution  of 
largess,  but  the  creation  of  a  new  marketable  security. 
Such  security  is  based  upon  the  sense  of  responsibility  of  the 
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individual.     Charity  cannot  supply  it  ;  State-help  cannot 

supply  it.     Friendly  assistance  in  the  earlier  stages  there 

may  be — in  very  many  cases  there  will  have  to  be.     But 

its  degeneration  into  gifts,  which  breed  a  habit  of  trust, 

not  in  oneself,  but  in  others,  should  be  strictly  guarded 

against. 

Our  Case :  The  question  now  suggests  itself  :   Has  this  marvellous, 

Have  we  no      wealth-producing  power  no  gift  for  ourselves  ?     Do  we 

Co-operative      uot  Want   it?     We  arc  thus  far  the  only  civilised  nation 

Banks .'  ^■^^^  ^^^  done  without.     Is  that  because  there  is  with  us 

no  need,  there  are  no  opportunities  to  be  improved,  no 

labour  that  lies  idle  for  want  of  capital  to  employ  it  ? 

Alas,  we  have  more  than  enough  of  all  these.  And,  in 
addition,  we  have  direct  indications,  not  only  that  such 
help  as  co-operative  banking  supplies  would  bring  relief, 
but  that  it  is  distinctly  felt  that  it  would  do  so. 
What  else  do  those  borrowing  powers  mean  which  our 
friendly  societies  so  largely  claim  and  employ  for 
advancing  money  to  their  members  ?  And  our  slate  clubs 
and  funding  clubs,  loan  societies,  and  the  rest  of  them  ? 
They  all  indicate  an  instinctive  groping  after  co-operative 
credit.  And  whenever  an  opportunity  offers  for  satisfying 
popular  credit  in  a  tolerably  reasonable  way  our  poor 
people  and  humbler  middle  classes  appear  to  jump  at 
it.  So  it  has  been  in  the  case  of  small  credits  opened 
by  ordinary  banks,  more  particularly  in  Scotland  and  the 
north  of  Ireland  (also  by  one  well-known  bank  in  Corn- 
wall). So,  again,  in  the  case  of  a  "Bank"  formed  not 
many  years  back,  which  is  not  at  all  co-operative,  although 
it  professes  to  be  doing  business  self-devotingly  only  in  the 
interest  of  its  humble  clients,  who  come  to  it  for  small 
credit.  It  deals  such  out  generously — at  the  rate  of  lo 
per  cent,  or  thereabouts.  Its  counters  are  said  to  be 
besieged  by  applicants,  and  it  has  to  extend  its  business 
facilities  every  year.  Whatever  be  the  merits  of  the  bank, 
here  is  a  declared  need  of  popularised  credit  !     Certainly 
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it  may  be  assumed  that  if  those  same  people  had  a  co- 
operative bank  open  to  them,  which  would  give  them 
their  loans  at  5  per  cent.,  and  as  a  matter  of  right,  not 
favour,  they  would  rather  come  to  it.  And  so  would  many 
others. 

Some  thousand  of  our  civil  servants  have  advanced 
further  on  the  road  to  self-helping  co-operative  credit  in 
their  "Share  Purchase  and  Investment  Society,"  of  the 
dealings  of  which  the  figures  still  to  be  quoted  give  an 
encouraging  account. 

And  there  is  our  Agriculture !     We  are  exerting  our-  The  Case  of 
selves  to  create  a  small  peasantry-.     Agriculture,  whether  aiufsmair 
large  or  small,    to  be  successful,   now-a-days  absolutely  Holdings. 
requires   abundant   working    capital.      And    we    give  our 
people  the  bare  land,  which  is,  without  money,  a  white 
elephant ! 

On  the  top  of  all  this,  recent  bank  amalgamations  have  Disappearance 
brought  upon  the  scene  an  entire  host  of  unsatisfied  seekers  Banks, 
after  credit — farmers,  tradesmen,  builders,  manufacturers, 
some  of  them  very  substantial — men  that  used  to  borrow 
from  their  local  bankers,  who  gave  them  credit  readily, 
knowing  them  personally  and  being  able  to  watch  them, 
while  also  carrying  on  a  class  of  business  into  which  such 
granting  of  credit  well  fitted  in.  The  local  banker  is  gone. 
His  species  is  now  represented  by  thirty-four,  where  not 
long  ago  there  were  218.  The  joint-stock  banks  have 
crowded  him  out,  maintaining  among  them,  eighty-four  in 
number,  full  5,072  branches.  The  boards  of  the  com-  * 
panics  are  not  in  a  position  to  estimate  the  security  offered, 
they  have  no  personal  knowledge  of  the  applicants,  they 
cannot  adapt  their  rates  of  interest  to  the  precise  degree 
of  security  tendered,  and,  in  the  last  place,  this  class  of 
business  no  longer  suits  their  purpose.  The  people  so 
deprived  of  their  accustomed  credit  complain,  curse  their 
stars,  and  write  letters  to  the  newspapers.  They  have 
their  remedy  ready  to  hand.     Let  them  form  their  own 
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co-operative  banks,  as  men  in  precisely  the  same  position 
have  done  in    Milan,  Bologna,  Augsburg,  Leipzig,  Men- 
tone,  Quebec,  and  they  will  become  possessed  of  a  right  to 
credit,  which  no  one  but  themselves  can  take  away  again. 
Co-operative         But  it  is  not  only  credit  that  is  wanted.      Some  people 
^^^SaviJTgT^"^  have  fondly  flattered  themselves  that  one  of  the  objects  of 
Banks.  our  Savings    Banks,    Government-ridden    as   the}'  are  to 

excess,  is  to  train  poor  people  to  "  banking."     However,  a 
recent  circular  issued  by  the  Postmaster-General  says  : — 

"  The  Postmaster-General  desires  to  call  attention  to  the  fact  that 
the  cost  of  administering  the  Post  Office  Savings  Bank  has  been  much 
increased  of  late  years  by  the  tendency  on  the  part  of  some  depositors 
to  use  the  institution  for  the  purposes  of  a  current  account  instead  of 
for  the  purposes  of  simple  saving,  which  it  was  established  to  promote. 
Every  transaction,  great  or  small,  has  necessarily  to  be  reported  to 
London  for  record  in  the  ledgers  at  the  central  office.  This  renders 
the  business  very  costly  when  depositors  make  frequent  deposits  and 
withdrawals,  especially  when  the  individual  sums  are  of  small  amount 
or  when  money  is  merely  deposited  to  be  withdrawn  again  in  a 
short  time." 

The  Postmaster-General  appeals  to  the  public  to  remedy 
this.  And  after  the  many  rods  in  pickle  which  the 
Treasury  has  only  with  difficulty  been  dissuaded  from 
applying  to  its  patient  milch-cow,  the  Savings  Banks — to 
the  depositors'  loss — there  can  be  little  doubt  that  if  that 
appeal  is  not  responded  to  measures  will  be  taken  to  put  a 
stop  to  such  incipient  banking.  However,  such  banking 
is  required.  And  it  is  highly  useful.  It  constitutes  a 
schooling  for  business.  Then  will  not  the  people  so 
deprived  of  the  only  cash-keeper  that  they  can  at  present 
go  to  for  their  business,  provide  themselves  with  an  easy 
substitute?  In  any  case,  while  the  Postmaster-General 
deliberatel)'  seeks  to  deprive  them  of  one  kind  of  poor 
man's  bank,  the  Treasury  might  be  expected  not  needlessly 
to  place  obstacles  in  the  way  of  creating  another. 

Once  more,  our  Co-operative  Societies  —  representing 
something   like   2,500,000   members  —  eager  for  common 
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action,  but  taught  by  their  dog-in-the-manger  "distributive" 
leaders  that  "  Co-operation  "  means  "  Collectivism,"  with 
a  steady  eye  to  "  Socialism,"  and  that  "  Co-operative  Bank- 
ing" is  individualist,  are  racking  their  brains  how  to  enable 
themselves  to  collect  deposits  from  individuals  for  their 
"  collectivist  "  Bank — which,  naturally,  in  the  interest  of 
the  movement,  wants  as  much  money  as  it  can  possibly 
scrape  together.  They  go  to  Parliament  for  new  powers. 
They  have  recourse  to  ordinary  banks  to  serve  them  as 
intermediaries,  though  their  own  champion  in  the  matter 
warns  them  that  such  banks  may  any  day  turn  against 
them  and  leave  them  in  the  lurch.  The  matter  would  be 
simple  as  an  elementary  school  problem  if  they  would 
only  establish  co-operative  banks,  for  which  purpose  they 
already  possess  sufficient  powers  and  everything  else  that 
is  requisite  except  the  necessary  discernment.  So  un- 
challengeable a  judge  of  banking  as  Lord  Avebury  has 
pointed  this  out  nearly  twenty-three  years  ago.*  In 
respect  of  no  point  of  their  manifold  programme,  in  fact, 
have  co-operative  banks  a  better  record  to  show  than  on 
that  of  collecting  deposits,  and  more  particularly  savings. 

"Banking  business,"  so    Lord  Avebury   stated  in   the  Lord  Avebury 
House  of  Commons  m  1887,  "  consists  of  different  parts.  °"  ^'^^  ^°^"^' 
One    is   to    collect  funds.      In    Germany    no   fewer    than 
goo   workmen's    banks  have   been  established,  and  hold 
large   sums  of  money.      They  have  proved  a  great  con- 
venience and  extremely  useful  to  the  community."     They 
accordingly  —  that       is      the     argument  —  answer      the 
purposes  of  savings  banks  incomparably  better  than  our 
Post  Office  Savings  Bank  and  the  State-governed  Trustee 
Banks,   because     they    obtain    a  -firmer    hold    upon    the 
depositing  public  and,  having  more  remunerative  em_ploy- 
ment,  can  as  a  rule  offer  a  higher  rate  of  interest.     The 
Savings  Bank  after  all  is  only  a  slot  in  the  wall,  with  a 
sure  grasp,  but  no  tongue  to  advise  with.      Having  no  • 
*  See  Hansard's  Debates,  vol.  319,  p.  822. 
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fructifying  use  for  the  money  that  comes  to  it  from 
productive  employment,  it  closes  over  it  Hke  a  grave,  and 
effectively  sterilises  it.  In  words  which  I  quote  from  a 
recent  statement  made  by  Mr.  Asquith — on  a  very  cognate 
point — "  it  means  that  the  Government  is  competing  for 
and  locking  up  funds  that  might  otherwise  be  available 
for  commercial  and  industrial  purposes."  "  The  result  of 
these  banks  (our  Post  Office  Savings  Bank  and  the 
Trustee  Banks)  is  to  drain  enormous  sums  from  diff'erent 
localities  in  the  country,  and  bring  them  up  to  London,  to 
be  invested  in  Government  securities,"  so  Lord  Avebury 
went  on  ;  "  this  may  be  all  very  well  in  fair  weather  time  ; 
but  if  we  have  a  great  war  you  may  find  very  serious 
difficulties  arise."  No  one  can  have  seen  those  foreign 
People's  Banks  at  work  without  admiring  what  both  Leon 
Say  and  M.  Eugene  Rostand  have  particularly  noticed  to 
their  credit,  namely,  their  wonderful  power  of  interesting 
people  in  thrift  and  attracting  them  as  depositors  to  the 
counter  of  what  AL  Luzzatti  has  expressly  termed 
"perfected  saving  banks."  "Ordinary  savings  banks," 
Sir  Edward  SO  observed  Sir  E.  Brabrook,  at  that  time  Chief  Registrar 
of  Friendly  Societies,  in  1897,  "  he  could  look  upon 
merely  as  infantile  efforts  in  thrift."  He  "  regarded 
a  person  who  deposited  his  money  in  a  savings  bank,  so 
that  it  should  be  kept  safe  for  him  by  someone  else, 
as  very  much  less  worthy  of  encouragement  than  a 
person  who  used  his  savings  in  some  way  in  co-operation 
with  other  people  for  his  own  benefi-t  and  for  the  benefit 
of  others.  He  did,  therefore,  not  look  upon  the  progress 
of  savings  banks  with  unalloyed  satisfaction,  but  only  as 
one  step  on  the  way  of  self-help."*  Savings  banks  should 
lead  up  to  People's  Banks,  as  the  Swiss  and  Hungarian 
"  cycles  "  and  "series"  have  done.  And  the  time  may 
well  be  argued  to  have  come  for  us  to  initiate  the  new 

■  Journal    of   the   Royal    Statistical   Society,    vol.     60,     Part    2. 
(June,   1897.) 
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departure,    so    far  as   our  depositors   are  now   prepared 
for  it. 

I  do  not  think  that  this  point  need  be  any  further 
pressed.  There  can  be  no  doubt  that  we  want  some 
institution  such  as  co-operative  banks.  The  want  of  it 
is  indeed  written  large  upon  all  our  economy. 

"There  is  a  great  blank  or  want  of  intermediate  banks  between  the 
large  joint  stock  banks  and  the  savings  banks.  We  have  no  banks 
to  correspond  with  the  people's  banks  of  Germany,  or  the 
moderate-sized  national  banks  of  the  United  States.  There  is  a 
large,  industrious,  and  respectable  class  of  small-farmers,  tradesmen, 
shopkeepers,  and  others  who  are  left  out  in  the  cold.  There  should 
be  popular  banks  and  banking  facilities  provided  for  the  numerous 
class  of  small  customers  who  require  a  bank  to  deposit  their  savings 
in,  and  at  the  same  time  to  turn  their  little  money  to  the  best 
account  ;  also,  on  the  other  hand,  to  accommodate  those  who  may 
want  to  borrow  small  sums  occasionally  for  stocking  their  farms  or 
their  shops." 

So  wrote  Chambers  Journal  in  1883.  And  our  habits  of 
business  and  natural  aptitude  for  managing  our  own 
affairs  appear  to  fit  us  particularly  for  it.  Such  little 
pioneer  experiments  as  have  been  made  in  our  midst  have> 
moreover,  yielded  results  which  blindness  itself  could  not 
pronounce  to  be  otherwise  than  encouraging.  The  man 
in  need  has  been  helped.  The  pound  in  time  has  saved 
nine,  or  more.  The  artisan  has  got  the  wherewithal  to 
purchase  his  tools,  the  small  holder  the  wherewithal  to 
stock  his  little  farm  or  to  buy  his  pig  or  his  cow ;  the 
tradesman  has  been  enabled  to  hold  over  his  stock  or 
purchase  more ;  the  ambitious  working  man  has  acquired 
his  shop  and  made  it  answer.  Comfort  has  taken  the 
place  of  destitution.  And  money  has  been  easily  got  for 
profitable  purposes. 

It  may   be  as  well   to    review  some   of  those  pioneer  Pioneer 

experiments.*  Experiments. 

*  I  have  no  space  here  to  discuss  them  at  length,  any  more  than 
the  very  elementary  gropings  after  popularised  credit  that  have  pre- 
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"  People's  The  first  place  among  such  is,  I  think,   plainly  due  to 

Kd?nburgh.  ^^^  plucky  little  "  People's  Bank  '"  of  Edinburgh,  which, 
formed  in  1888  as  a  genuine  working  men's  society,  with- 
out any  idea  of  copying  anything  that  had  been  done 
abroad,  with  only  a  handful  of  members  subscribing  their 
£1  shares,  and  no  other  rules  except  the  ordinary  rules  of 
an  industrial  and  provident  society,  has  amply  justified  its 
existence  by  abundant  good  work  among  the  working 
classes  of  the  Scottish  capital.  Under  competent  leader- 
ship those  rules  have  fully  sufficed.  Rules,  so  I  ought  at 
once  to  point  out,  are  really  of  less  importance  than  under- 
standing the  business  and  administering  it  conscientiously. 
Onl)-,  being  thus  poorly  equipped  in  the  matter  of  precepts, 
the  People's  Bank  has  found  that  it  must  in  prudence  con- 
fine itself  to  one  kind  of  advances,  on  real  property  only. 
It  advances  money  for  the  purchase  of  dwellings,  more 
particularly  of  those  "  flats,"  peculiar  to  the  capital  of 
Scotland,  which  lie  on  different  floors,  right  and  left  of 
the  "  common  stair."  On  such  advances  the  bank  has 
made  no  loss,  or  as  good  as  none.  Advances  on  personal 
security,  on  the  other  hand,  although  it  has  taken  power 
to  make  such,  it  has  found  to  involve  rather  serious  risk, 
without  further  safeguard.  However,  one  very  essential 
point  this  bank,  which  has  proved  a  veritable  boon  to 
Edinburgh  working  folk,  has  made  abundantly  clear,  and 
that  is,  that  for  an  enterprise  of  the  kind,  properly  launched 
and  managed,  no  "  good  fairy  godmother  "  of  any  sort  is 
required  to  provide  the  means  ;  that,  on  the  contrary-,  ample 
money  is  to  be  got  out  of  the  pockets  of  the  very  class  for 
which  such  institution  acts,  by  means  of  deposits.  Beginning 
in  the  smallest  of  ways,  in  a  little  back  room,  the  "  People's 
Bank  "  has  nevertheless  been  able  throughout  to  raise  its 

ceded  them.  I  give  a  fairly  full  account  of  both  in  my  little  pamphlet, 
"  Le  Credit  populaire  dans  le  Royaume  Uni.  Rapport  prosentd  a  la 
Commission  du  Crddit  de  I'lnstitut  International  des  Classes 
Moyennes.     Bruxelles,  1909." 
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own  money.  Once  it  could  afford  to  take  offices  which 
made  its  existence  known  to  the  pubHc,  its  progress  proved 
ver}^  rapid.  At  midsummer,  igog,  its  "  savings  accounts  " 
amounted  to  £45,132  5s.  lod.,  in  addition  to  which  there 
were  ^610,824  14s.  3^.  deposit  receipts.  These  are  sub- 
stantial figures  ;  and  yet  the  "  People's  Bank"  pays  only 
the  same  rate  of  interest  as  the  Post  Office  Savings  Bank, 
namely,  2h  per  cent.,  and  all  this  with  a  share  capital 
amounting  to  only  £5,879,  £4,780  being  paid  up,  and 
a  reserve  fund  standing  at  the  present  time  at  £1,900. 
During  the  preceding  twelvemonth  £48,668  had  been 
lodged  in  deposits,  and  £43,488  withdrawn.  The  advances 
made  on  heritable  property  stood  at  £33,513,  £2,756  having 
been  granted  within  the  year  then  just  expired.  In  addi- 
tion to  such  advances  the  bank  has  lately  very  properly 
begun  opening  cash  credits  to  members.  At  midsummer, 
1909,  the  amount  outstanding  in  such  was  £709.  That 
is  still  little,  but  it  is  a  beginning.  So  plentiful  is  money 
in  this  unsubsidised,  unpatronised  and  unfinanced,  but 
deposit-attracting  bank,  that  £20,036  has  had  to  be 
invested  otherwise  than  in  loans,  mainly  in  debentures. 
Within  the  twenty  and  a  half  years  of  its  existence  the 
bank  had  lent  out  no  less  than  £110,756.*  One  could  wish 
that  we  had  a  few  banks  animated  by  the  same  spirit  of 
self-help  and  self-reliance  south  of  the  Tweed.  The  bank 
makes  its  advances  as  a  rule  in  the  shape  of  loans  on  real 
security  repayable  by  annual  payments,  the  amount  of 
which,  of  course,  varies  according  to  the  length  of  the 
term  for  which  it  is  granted,  which  extends  from  twelve 
to  twenty-one  years.  Nothing  is  granted  beyond  twenty- 
one  years.  The  bank  has  taken  power  to  pay  up  to 
10  per  cent,  dividend  on  shares,  but  has  as  a  fact  never 

*  The  balance-sheet  for  New  Year  1910  shows  £47,500  held  in 
savings,  and  £14,298  in  deposit  receipts.  The  figure  for  "  Invest- 
ments" other  than  advances  on  heritable  property  has  been  carried 
to  £31,397,  the  reserve  fund  to  £2,000. 


J58 


PEOPLES   BANKS. 


"  Borough  of 
Camberwell 
Credit  Bank." 


Agricultural 
Banks  in 
Ireland. 


paid  more  than  5  per  cent.,  and  at  present  its  habitual 
pa\Tnent  is  4  per  cent. 

The  "  Civil  Servants"  Share  Purchase  and  Investment 
Society  "  is  a  society  so  much  worked  upon  its  own  lines, 
under  exceptional,  and  decidedly  favourable,  circumstances, 
that  perhaps,  although  it  must  necessarily  be  regarded  as 
an  encouraging  example,  it  scarcely  comes  under  our 
present  purview. 

The  "  Borough  of  Camberwell  Credit  Bank  "  is  on  a 
more  moderate  scale.  It  was  formed  only  in  1906  with 
138  members,  and  is  therefore  not  yet  four  years  old.  At 
the  close  of  1908  it  had  570  £1  shares  placed,  upon  which 
£481  17s.  6d.  had  been  paid  up.  Like  the  Edinburgh 
Bank,  it  is  quite  content  to  stand  upon  its  own  bottom, 
without  "  affiliating  "  itself  anywhere  or  asking  for  financial 
help.  Under  such  circumstances  it  has  been  enabled  to 
raise  only  as  much  as  it  actually  wants,  but  that  is  enough 
for  the  purpose.  Its  entire  working  capital  consists  of 
£1,102,  of  which  sum  £115  represents  unappropriated 
profits.  Deposits  stand  at  £501.  With  such  funds  at  its 
disposal  it  has  lent  out  £1,049  2S.  4^. 

Our  most  encouraging  pioneer  experiment  is  that  of 
Ireland.  Evidently  the  Celts  are  quicker  to  get  an  idea 
into  their  heads  than  the  more  slow-going  Saxons.  We 
notice  the  same  thing  in  Wales  in  respect  of  agricultural 
co-operation.  Also  their  need  may  have  been  most  pro- 
nounced ;  or,  at  any  rate,  there  were  more  of  one  particular 
kind  of  intended  beneficiaries  ready  to  hand — that  is,  small 
farmers.  Irishmen  certainly  went  the  right  way  to  work 
and  might  in  that  respect  serve  us  English  as  an  example. 
Sir  Horace  Plunkett  having,  as  he  put  it — been  "  con- 
verted "  by  v/hat  I  had  written,  in  1894 — when  he  had  just 
formed  his  Irish  Agricultural  Organisation  Society  — 
invited  me  over  to  Dublin  to  "convert"  his  colleagues  as 
well.  I  was  heckled  by  them  as  I  had  never  been  heckled 
before,  and  have  never  been  since.     But  the  result  was 
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that  my  Irish  friends  grasped  the  principle — which  is  the 
main  thing  :  of  far  greater  moment  than  rules  or  money  : 
it  creates  both.  And  they  have  applied  such  principle  in 
a  generally  sound  and  genuinely  co-operative  fashion. 
There  is  a  good  deal  about  these  banks  still  that  would 
not  pass  muster  before  an  examining  board  of  experts. 
However,  members  have  got  hold  of  the  idea,  and  have 
learnt  how  to  carry  it  into  effect  in  an  appropriate  way. 
The  consequence  is  that  by  the  people  for  whom  it  is 
intended,  co-operative  credit  is  blessed  throughout  the 
length  and  breadth  of  the  island  as  a  veritable  godsend. 
It  has  helped  many  a  small  farmer  to  tide  over  a  grudging 
season,  or  to  buy  a  pig,  or  a  horse,  or  some  much-needed 
implement,  or  else  seed  or  feeding  stuffs  or  fertilisers.  It 
has  saved  many  a  poor  man  from  something  like  ruin,  and 
placed  comfort  in  the  place  of  distress.  And  the  upshot 
is  that  Sir  Horace  has  more  than  once  declared  that  if  he 
had  his  organising  work  to  do  over  again,  it  is  with  banks 
that  he  would  begin.  They  are  found  to  pave  the  way — 
because  they  supply  the  means  as  well  as  the  training — 
for  other  forms  of  co-operation.  It  was  so  experienced  a 
co-operator  as  Leon  d'Andrimont  who  called  co-operative 
banks  the  cheville  ouvriere — that  is,  the  great  driving  wheel 
— of  co-operation.  And  would  but  the  Treasury  withdraw 
its  scarcely  reasonable  veto  upon  our  demand  for  powers  to 
supply  goods  by  common  purchase,  as  well  as  money  by 
common  pledging  of  liability,  an  immense  advance  would 
be  made  on  the  road  to  Irish  prosperity  and  contentment 
— in  the  opinion  of  a  leading  Home  Rule  member  of 
Parliament,  more  even  than  Home  Rule  could  accomplish. 
There  is  no  reason  why  such  powers  should  not  be 
granted.  The  Irish  banks  are  Raiffeisen  societies,  with 
small  districts,  small  membership  and  no  shares;  and 
Raiffeisen  societies  enjoy  such  right  all  the  world  over, 
and  their  members  are  found  to  benefit  greatly  by  it,  with- 
out incurring  any  serious  danger.     On  a  larger  scale,  of 
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course,  purchase  and  credit  should  be  kept  wholly  separate. 
On  a  small  scale  there  can  be  no  danger  in  the  combina- 
tion, provided  that  accounts  are  kept  distinct.  On  the 
contrary,  the  two  services  materially  support  and  supple- 
ment one  another.  A  small  or  poor  parish  is  likely  not 
to  have  good  men  enough  to  man  two  boards.  But 
the  business  under  either  head  is  also  likely  to  be 
so  circumscribed  that  one  board  would  readily  suffice  for 
the  two.  Combination  must  infallibly  promote  education 
in  the  conduct  of  business,  which  is  a  fundament  of  success. 
And  there  is  the  question  of  mone}',  which  causes  our 
British  organisers  so  much  anxiety.  It  is  generally 
difficult  to  provide  the  first  money.  But  here  is,  in 
distributive  co-operation,  a  mint  ready  made  to  supply  it. 
By  joining  the  Wholesale  Society — which  is  open  to  all 
properly  constituted  co-operative  societies — the  village 
bank  will  become  entitled  to  a  supply  of  goods  at  the 
same  low  purchasing  prices  as  the  large  societies  of  our 
great  industrial  towns.  Such  business  may  be  taken  to 
leave  on  an  average  a  profit  of  10  per  cent,  on  the  goods 
bought,  to  the  member's  credit.  Thus  the  outlay  of  £26 
in  a  year  would  leave  the  member  with  £2  12s.  in  hand. 
What  a  help  that  must  be  towards  credit  and  also  towards 
other  agricultural  co-operation  !  A  hundred  members 
would  mean  £260  ready  found.  And  that  is  not  all.  For 
abroad  the  experience  has  been  that  credit  societies  which 
are  also  distributive  societies  attract  a  larger  number  of 
members,  and  more  particularly  members  of  the  most 
useful  sort  for  our  purpose,  namely,  such  as  do  not  join 
in  order  to  borrow,  but  come  into  the  bank  with  fairly 
substantial  means  and  accordingly  provide  a  broader 
support  for  credit.  And  would  it  not  be  an  immense  gain 
for  Ireland  to  be  able  to  put  a  stop  to  the  ruinous  usury 
practised  by  gombeen  traders  ?  In  Ireland  literally  every 
one — with  the  sole  exception,  of  course,  of  the  gombeen 
traders  themselves  and  their  friends,  against  whom  the 
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blow  is  aimed — is  in  favour  of  the  proposed  powers.  Is 
a  red-tape  crotchet  of  some  official  at  Westminster  or 
Whitehall  really  to  stand  in  the  way  of  such  progress, 
against  which  absolutely  nothing  is  to  be  urged  except 
it  be  official  disinclination  ? 

The  history  of  the  Irish  agricultural  banking  movement  History  of  the 
is  most  encouraging.  The  first  Irish  bank  was  started  in 
quite  a  humble  way  in  Doneraile  in  1895.  It  soon  attracted 
attention  by  its  good  results.  "  Your  bank  " — so  wrote  the 
public  auditor,  Mr.  Thomas  Scott,  after  his  first  inspection — 
*'  has  made  its  way  among  the  people  without  solicitation 
or  advertisement.  It  can  now  be  taken  as  an  example 
over  the  country.  It  illustrates  clearly  the  unspeakable 
benefit  which  may  be  conferred  on  the  honest  poor  by 
co-operative  banks.  Without  them  co-operation  is  to 
hundreds  of  thousands  of  the  people  an  impossible  thing. 
It  is  therefore  not  extravagant  to  say  that  the  modest  and 
unpretentious  co-operative  village  bank  ought  to  be 
regarded  as  the  mainspring  of  the  whole  movement." 

Slowly,  as  in  Italy  in  the  corresponding  stage  of 
development — advisedly  slowly,  because  it  was  desired 
that  progress  should  be  sure  rather  than  expeditious — 
the  number  of  banks  has  gone  on  increasing,  until  at  the 
present  time  it  stands  at  about  300.  The  banks  have 
worked  their  way  onward  in  virtue  of  the  useful  services 
which  they  have  rendered,  which,  simple  as  they  are,  were 
so  obvious  to  every  one  that  only  little  preaching  or 
propaganda  was  needed.  Vino  vendibili  hedera  no7t  opus  est. 
Their  tale  throughout  is  one  of  timely  help  given,  small 
in  amount  but  richly  fructifying  to  those  who  received  it  : 
a  pig  bought,  or  a  cow,  or  produce  held  over,  or  imple- 
ments and  the  like  purchased.  Here  are  a  few  cases  of 
such  banks,  selected  at  random  from  a  large  number,  the 
story  of  which  may  be  read  from  week  to  week  in  the 
Irish  Homestead. 

The  Killanny  Bank  is  a  very  small  society,  with  under  a 
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hundred  members.  Its  committee  has  authority  to  make 
advances  up  to  £500.  As  a  matter  of  fact,  about  thirty- 
eight  loans  are  made  each  year,  averaging  from  £10  to  £12 
apiece,  ranging  in  value  from  £4  to  £20,  and  telling  up  to 
about  £450  in  all.  In  1905  (the  first  year  of  the  bank's 
existence)  the  amount  stood  at  ^£456,  in  igo6  at  £410,  in 
1907  at  ^463.  Advances  are  granted  in  every  case  only 
for  some  distinct  and  specified  reproductive  purpose,  the 
application  of  the  money  to  which  is  watched.  There 
have  been  no  losses,  and  the  management  expenses  are 
infinitesimal,  amounting  in  1907  to  only  4s.  iid.  Deposits 
are  still  few  —  only  £90,  all  contributed  by  women. 
Accordingly  the  bank  has  to  be  worked  on  the  strength 
of  bank  overdrafts.  But  its  position  is  improving  from 
year  to  year. 

Belmullet  is  a  parish  in  a  very  poor  district  indeed,  with 
very  poor  men  in  it.  One  man  is  described  as  renting  a 
plot  of  bogland,  for  which  he  pays  £2  los.  rent.  That  sum 
used  to  eat  up  all  his  receipts  and  leave  him  nothing  over 
for  seed.  He  has  borrowed  £^  from  the  bank  to  crop  his 
land  with,  and  now  makes  a  fair  profit  and  goes  forward 
instead  of  standing  still.  A  similarly  poor  man  was  saved 
from  threatened  eviction,  which  would  have  meant  his 
ruin,  by  a  timely  loan  from  the  bank  Amid  such  wretched 
surroundings,  which  have  often  enough  taxed  the  manage- 
ment sorely,  the  bank  has  grown  up,  without  shares,  so  as, 
at  the  close  of  eleven  years,  to  number  about  200  members, 
with  an  indivisible  reserve  fund  of  about  £100  at  its 
disposal.  The  committee  report  that,  in  addition  to  giving 
much  most  useful,  though  in  every  particular  case  very 
small,  financial  help — like  that  already  described — the  bank 
has  to  a  noticeable  extent  "  raised  the  moral  tone  of  the 
people  by  engendering  among  them  a  feeling  of  self-respect, 
honesty  and  decency."  The  success  of  the  society  appears 
to  be  due  in  the  main  to  firmness  in  management,  that  is, 
insistence  upon  specification  of  the  object  of  each  loan. 
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upon  honest  application  of  the  money  to  that  purpose,  and 
upon  punctual  repayments. 

Geesala,  in  Mayo,  is  another  poverty-stricken  parish  in 
a  "  congested  "  district.  The  country  is  described  as 
nothing  but  bog  for  miles  around.  The  little  bank  there 
formed  by  the  Rev.  Antony  Timlin  deals  in  very  small 
transactions  indeed,  averaging  £3  4s.  11^.  However,  the 
loans  are  employed  at  the  proper  points  and  bear  fruit 
like  the  good  seed  of  the  parable.  And  there  are  a  con- 
siderable number — 482  in  the  year,  mounting  up  to  £1,565. 
The  gombeen  man,  who  twelve  years  ago  still  flourished 
in  clover  on  this,  to  him,  congenial  soil,  claiming  his  2s. 
out  of  every  pound,  has  disappeared.  His  whilom  victims 
have  now  deposits  in  the  bank,  £647  paid  in  in  one  year. 
In  addition  the  bank  has  ^1241  free  capital,  all  its  own, 
taken  out  of  the  business.  Two  public-houses  have  gone 
as  well  and  removed  temptation.  And  so  the  people  live 
soberly  and  honestly.  They  do  not  make  their  bank 
suffer  any  loss,  but  repaj'  promptly  to  the  day  and  fully 
to  the  penny.  The  same  as  everywhere  under  this  system, 
management  is  made  cheap.  The  secretary  draws  his  ^610 
salary.  All  expenses  besides  mount  up  to  about  £2  a  year. 
Needless  to  say,  the  little  farms  have  a  different  look  about 
them  now,  of  comparative  comfort  and  incipient  plenty. 
This  is  "  Frankenheim  "  over  again. 

Judged  from  a  Raiffeisen  point  of  view,  there  could  not 
be  two  better  examples  than  those  of  these  little  banklets 
in  one  of  the  poorest  districts  in  Ireland. 

There  are  plenty  more  similar  cases. 

And  this  is  the  movement  which  Lord  Denman  on  behalf 
of  Mr.  Asquith's  Government  has  pronounced  surrounded 
with  seeds  of  mischief  and  danger,  naturally  engendering 
distrust  and  enmity  among  members,  warning  the  public  of 
trouble  to  come  by  an  ominous  reference  to  the  disastrous 
collapse  of  the  City  of  Glasgow  Bank,  about  the  causes  of 
which  we  older  men,  who  have  lived  through  it,  are  likely  to 
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know  just  a  little  more  than  he  !  Cannot  the  Government 
provide  its  noble  spokesman  with  a  return  ticket  to  Ireland 
to  enable  him  to  see  the  true  state  of  things  ? 

The  following  figures  will  show  the  present  position  of 
the  Irish  movement.  There  were  at  the  close  of  1908, 
273  societies,  marking  an  increase  of  ten  on  the  year,  with 
16,961  members.  The  total  capital  at  their  disposal 
amounted  to  £49,840,  including  £29,749  borrowed  from 
banks,  with  which  the  co-operative  banks  have  now  made 
good  their  claim  to  credit,  and  a  remanet  from  the  Con- 
gested Districts  Board,  and,  moreover,  £20,910  deposits. 
The  corresponding  figure  for  1907  was  £17,098.  The 
loans  granted  within  the  year,  £52,771,  show  a  slight 
diminution  as  compared  with  the  figure  for  1907,  which 
was  £53,112.  The  number  of  loans  has  correspondingly 
fallen  from  9,096  to  8,615,  giving  an  average  of  £6  2s.  6d. 
per  loan.  The  expenses  amounted  to  £461 ;  the  profits 
were  £520,  which,  being  added  to  the  indivisible  reserve 
funds,  brought  up  the  figure  of  such  to  £2,850,  being 
£10  Ss.  gd.  per  society,  that  is,  considerably  more  for  the 
older  ones,  but  proportionately  less  for  the  societies  newly 
formed.     The  total  loss  in  the  year  was  £8. 

That  appears  to  me  a  fairly  satisfactory  record.  It  left 
at  the  end  of  the  year  £48,232  fructifying  in  the  hands  of 
small — and  grateful — farmers,  who  had  made  good  their 
claim  to  be  trusted,  although  not  themselves  subscribing 
a  penny  of  capital. 

And  the  most  gratifying  fact  about  all  this  success  is 
that  all  has  been  raised  up  out  of  the  members'  own 
resources.  No  doubt  more  honest  overdrafts  might  have 
ensured  a  more  plentiful  distribution  of  money,  a 
quickening  of  the  pace.  But  assistance  was  not  given  in 
that  wa\-.  There  was  a  time  when  the  Government 
afforded  aid.  Who  that  is  man  would  not  have  yielded 
to  such  a  temptation  ?  Here  was  money,  shining,  ringing 
sovereigns,  to   be  had   for   the  asking  1     "  He    took   the 
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poison  and  his  spirit  died."  Not  quite  so  bad  as  all  that.  Deceitfulnes 
But  the  discovery  was  soon  made  that  the  acceptance  of  RgyeakcT'^ 
Government  aid  meant  the  withdrawal  of  volunteer 
subscribers'  assistance,  which  was  more  substantial  and 
in  other  wa5^s  more  welcome,  because  it  brought  the 
banks  more  than  mere  money.  It  brought  them  interest — 
interest  shown  and  interest  awakened  in  recipients.  It 
meant  help  in  the  work.  And  its  rendering  was  coupled 
with  no  irksome  conditions.  The  Government  gave  its 
ducats,  but  it  claimed  in  return  its  full  pound  of  flesh,  in 
the  form  of  very  vexatious  interference,  representation  on 
the  governing  committee,  a  right  of  veto,  and  other 
hindering  clogs  on  action,  which  have  turned  the  sweet- 
ness of  its  gift  in  the  mouth  into  bitterness  in  the 
stomach.  And  after  all,  when  the  Government  had  given 
its  £20,000,  it  was  found  that  for  really  useful  results  that 
money  might  just  as  well  have  been  "  chucked  into  the 
sea."  These  are  the  words  of  an  Irishman  in  the  movement 
who  is  in  the  best  position  to  know. 

Government  assistance  was  withdrawn  and — although  State-aid 
under  its  baneful  effect  the  subscription  list  had  shrunk  to 
inconveniently  modest  proportions — the  appeal  made  to 
self-help  has — precisely  as  in  Germany  under  similar  cir- 
cumstances— ensured  a  promising  response.  Recognition 
by  business  banks  is  worth  a  good  deal  more  than  Govern- 
ment doles,  and  about  £20,000  amassed  in  deposits, 
although  not  nearly  as  good  a  figure  as  that  £47,500 
collected  by  the  Edinburgh  People's  Bank  (it  is  true,  in 
much  longer  time),  is  at  any  rate  a  fair  beginning  and  an 
earnest  of  better  to  come,  in  a  new  departure  only  quite 
recently  entered  upon.  The  matter  is  of  course  not  yet 
fully  understood.  Some  people  still  appear  to  expect 
deposits  to  come  in  of  themselves,  unasked.  A  writer  in 
the  Irish  Homestead  rightly  points  out  that  the  pro- 
portions in  which  deposits  are  received  are  "  largely  a 
matter  dependent  upon  the  energy  and  character  of  the 
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committeemen.  "  Some  Irish  banks  have  been  found  still 
indolently  working  on  the  original  capital  of  .£50  or  J6100 
advanced  by  the  Government."  Other  banks  by  dint  of  a 
little  trouble  and  by  establishing  a  character  for  strict- 
ness in  dealing  with  borrowers — which  means  assuring 
their  solvency — have  quintupled  and  decupled  their 
deposits.  That  is  what  wants  to  be  "  rubbed  in  "  to 
organisers  and  their  pupils.  Wheat  and  barley  do  not 
grow  without  being  first  sown  and  tended.  Where  they 
are  not  so  treated  the  crop  is  likely  to  prove  one  of  weeds. 
If  you  would  have  a  forest  you  must  first  plant  trees. 
Wherever  co-operative  banks  have  shown  themselves 
successful  as  credit  institutions  they  have  done  so  because 
they  have  first  attained  distinction  as  thrift  institutions, 
carrying  out,  to  the  best  of  their  ability,  Schulze's 
standing  rule  of  "  gathering  up  every  fragment  of  spare 
cash  in  their  district."  You  will  not  go  far  wrong  in 
gauging  a  co-operative  bank  by  its  success  in  collecting 
deposits.  The  German  Reichsvcrband,  put  upon  its  mettle 
by  an  inconvenient  tightening  of  Government  purse- 
strings,  promptly  took  to  sending  out  collectors  to  hunt  up 
savings  in  people's  homes,  in  the  fields  and  in  the  farm- 
yard. And  that  promises  to  help  it  out  of  its  embarrassing 
"Collecting"  dependence  upon  the  State.  "  Collecting"  is  also  known 
-a\ings.  among  ourselves,   although    it  is  not   nearly   sufficiently 

practised.  There  are  no  more  useful  institutions  than  our 
"  Collecting  Societies,"  which  employ  volunteer  workers 
— generally  young  ladies — to  collect  the  pence  and  three- 
penny bits  as  they  come  in,  fresh  from  the  pay-table, 
before  temptation  has  had  time  to  prompt  investment  in 
finery  or  dissipation.  Only  in  rare  cases  can  the  societies 
allow  interest.  That  would  mean  a  tax  upon  their  benevo- 
lent members.  If  depositors  want  interest,  it  is  not  too 
much  to  ask  them  to  take  the  trouble  of  carrying  their 
money  to  the  savings  bank  themselves.  However,  as  soon 
as  the  account   reaches   £5,  it    is   by  rule  paid   in  to  the 
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depositor's  credit  at  the  savings  bank,  which  by  such 
means  secures  an  additional  customer,  as  the  country  as  a 
rule  does  an  habitual  saver.  In  this  way,  within  a  very 
short*  time,  as  much  as  ^2,000  has  been  collected  in 
Fulham,  and  between  £300  and  ^6400  in  St.  Anne's,  Soho. 
Co-operative  banks  should  act  in  a  similar  way.  They 
are  in  a  better  position  for  doing  so,  because  they  can 
allow  interest  from  the  first  and  are  under  no  necessity  to 
pass  on  their  funds  to  the  savings  bank. 

In  our  own  island,  though  we  have  some  encouraging  Co-operative 
little    beginnings   to   record,   the   lesson  of  the  value  of  E^"|^^^|^f '" 
attracting  deposits  appears  thus  far  to  have  been  taken 
very  little  to  heart   among  the  handful  of  co-operative 
banks  that  we  can  boast,  except  by  the  few  reared  up  of 
their  own  independent  action,  like  the  Edinburgh  People's 
Bank  and  the  Civil  Servants'  Share  Purchase  and  Invest- 
ment Society.     Among  rural  banks  the  same  thing  may 
be  said  only  of  one  little  banklet,  at  Scawby,  in  Lincolnshire,  Scawby. 
which  has,  under  the  able  leadership  of  its  devoted  founder, 
rendered  admirable  service  in  its  small  way,  and  managed, 
among  other  things,  to  attract  a  fair  amount  of  deposits. 
That  shows  how  much  depends  upon  leadership. 

This  society  has  in  thirteen  years  lent  out  in  all  £1,525 
in  fifty-two  loans,  ranging  from  £$  to  £50.  It  has  made 
absolutely  no  losses,  and  has  out  of  its  annual  surpluses 
accumulated  an  indivisible  reserve  fund  of  nearly  £50. 
Loans  are  made  at  the  rate  of  6  per  cent.,  chiefly  to 
enable  small  occupiers  to  add  to  their  stock,  to  buy  seed, 
implements  and  the  like,  and  to  hold  over  produce. 

There  have  been  some  promising  beginnings  likewise  Newport,  Mo. 
in  towns,  for  instance,  in  Newport,  in  Monmouthshire, 
and  in  a  northern  suburb  of  London.  But  nowhere  have 
there  been  indications  of  a  capacity  for  development  and 
growing.  All  has  remained  small,  stunted,  insignificant, 
as  in  loan  societies. 

The  present  position  of  co-operative  banking  in  England 
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Present 
Strength  of 
ihe  Movement. 


— such  as  it  is — may  be  gathered  from  the  following 
figures  of,  unfortunately,  uneven  date,  since  the  Chief 
Registrar's  Report  on  Friendly  Societies  quotes  no  par- 
ticulars for  distinct  societies : — 

A.—"  AGRICULTURAL  BANKS  "  IN  COUNTRY  DISTRICTS, 

REGISTERED      AS      "SPECIALLY     AUTHORISED 

SOCIETIES"  UNDER  THE  FRIENDLY  SOCIETIES 

ACT. 

(Affiliated  to   the  "  Agricultural  Organisation    Society."  *)     Their 

position  at   the   close  of   1907.     (The   figures   are   taken    from   the 

Agricultural  Organisation  Society's  Leaflet  No.  27.) 


Place. 

Membership. 

Advances  made. 

Deposits. 

£   s- 

d- 

L   s.  d. 

Scawby          .... 

27 

100  0 

0 

100   0  0 

Friskney 

32 

78   0 

0 

31    0   0 

Spalding 

87 

20  0 

0 

— 

Wiggenhall   . 

43 

105   0 

0 

— 

Wissonsett    . 

23 

25   0 

0 

II  12   3 

Hedge  End  . 

31 

107   0 

0 

10   0   0 

Far  Forest    . 

II 

32   0 

0 

— 

Castle  Morton 

22 

20  12 

6 

— 

Freeby  . 

6 

5    0 

0 

— 

Brookvale     . 

25 

125    0 

0 

— 

Mountsorrel 

42 

nil 

— 

Clophill 

16 

10     0 

0 

— 

Mayland 

16 

nil 

— 

Barley  . 

13 

18    0 

0 

— 

Dormansland 

26 

nil 

— 

High    Wycombe    (only    jusi 

formed) 

— 

— 

— 

Bromley  (no  return) 

420 

— 

— 

645   12 

6 

152  12    3 

The  data  here  given  teach  their  own  lesson.  There 
has  been  a  "  movement"  since  November,  1893.  People 
are  solemnly  warned  that  there  is  only  one  authority  to 
teach  co-operative  banking — to  wit,  what  is  called  "  the 
central  body."  Yet,  for  all  that,  "  movement  "  there  is 
none,  even  sixteen  years  after  it  has  been  ostensibly 
*  There  are  not  known  to  be  any  others. 
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started.  Rural  banks  show  neither  increase  of  number 
nor  growth  of  business — certainly  not  any  conquest  of 
public  confidence.  For  they  take  no  deposits  to  speak 
of.  The  Chief  Registrar's  last  Report— which  in  this 
respect  mentions  no  particulars — gives  the  number  of 
"agricultural  banks"  registered  as  twenty-three.  How- 
ever, of  that  number,  at  the  time  of  writing,  two  are 
reported  "only  newly  formed,"  four  are  "either  actually 
or  else  virtually  in  abeyance,"  and  nine  "have  not  yet 
begun  business  "  ! 

Among  what  are  called  "urban  banks"  more  than  a 
lion's  share  of  what  has  actually  been  accomplished— 
£37,026  out  of  £38,791  share  capital,  £70,205  out  of 
£73,316  loan  capital  (which  is  not  all  deposits),  £185,979 
out  of  £217,796  turnover,  and  £74,783  out  of  £80,543 
investments — fall  to  the  share  of  co-operative  banks 
independently  created,  which  have  never  had  anything 
to  do  with  the  "  central  body."  Add  the  figures  for  the 
Newport  bank,  which  joined  the  "central  body"  only 
long  after  it  was  in  good  working  order,  and  the  Finsbury 
Park  and  Tavistock  Square  banks,  and  one  might  add 
the  two  East  London  banks  promoted  from  Toynbee 
Hall,  and  what  remains  ?  Indeed,  banks  drop  out  of 
the  ranks  almost  as  fast  as  they  come  in.  Where  is 
Pembury  ?  Where  are  Saltley  and  Blackburn  ?  It  is 
quite  unmistakable  that  there  is  something  wrong.  Take 
the  "  National  Co-partnership  Bank '"  of  Westminster, 
which,  with  £818  share  capital  subscribed  by  fifteen  poor 
people  and  £273  loan  capital,  has  a  turnover  of  £1  — 
which  is  expenditure — makes  a  loss  of  £4  in  the  year, 
and  is  £673  in  debt  without  cover!  Such  a  state  of 
things  is  not  to  be  remedied  by  a  "  Central  Bank  "  with 
£403  share  capital,  £8  deposits,  and  £16  uncovered  debts. 
The  Edinburgh  and  Civil  Service  societies  show  that 
good  work  may  be  done.  But  there  must  be  understanding 
of  the  principle  and  proper  management. 
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What  is  the  cause  of  such  ill-success  ?  Causes  of 

It  is  simply  a  desire  to  produce  rapid  results  without  l^'-success. 
taking  the  trouble  first  to  learn  what  co-operative  banks 
should    be.      Nobody   can    pretend    that    circumstances 
among   us   are   altogether  unfavourable.     No    doubt  the 
matter  is  new  to  us.     Evidently  it  is  not  even  yet  under- 
stood in  high  places.     There  is  a  certain  vis  inertice,  and 
there  are  ingrained  prejudices  to  be  overcome.     People 
do  not  take  the  trouble  to  inquire.     Whatever  is  called 
"co-operative"   is  in   some    quarters    assumed   to  be  of  Bankers' 
evil   omen    for   whatever  is   capitalist.     In    his  "  Essays  Competition. 
and   Addresses "    the   late    Lord    Goschen    writes   about 
**  that  socialist    abomination,    profit    sharing."      Had  he 
looked   seriously    into    "  profit    sharing,"   he  would  have 
found  that  it  is  the  very  antidote  to  Socialism.     However, 
there  was  something  in    the  name  that  frightened  him, 
and  so  he  drew  his  bow  of  condemnation   at  a  venture. 
In  a  similar  way  some  of  our  bankers  conjecture  from 
the  name  that  there  must  be  something  insuperably  hostile 
to  themselves  in  co-operative  banking,  although    at   the 
same  time  they  hold  "  banking  "  without  substantial  capital 
to  be  absolutely  hopeless.     They  do  not  appear  in  their 
fright  to  give  themselves  time  to  reflect  that  if  "  banking 
without  a  large  capital  "   must   mean  madness,  it  cannot 
possibly    mean     danger    to     themselves ;    that    by    such 
"banking  "  must  be  meant  something  of  quite  a  different 
kind  from  that  which  they  themselves  practise.     In  truth, 
not    only   is    "  co-operative    banking "    innocent    of    any 
aspirations  to  competition   with  capitalist    banking,   but 
it  is  its  very  best  "  feeder."     All  bankers  are,  of  course, 
not  of  such  alarmist  way  of  thinking.     Some  very  leading 
men  of  the  calling   have    written    to    me    in    an  exactly 
opposite  sense,  welcoming  "co-operative  banks  "  as  allies; 
and  one  prominent  banker  has  publicly  offered  to  meet 
them — provided,  of  course,  that  the  security  tendered  is 
adequate — by  making  advances  to  them. 
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Some  co-operators  allow  themselves  to  be  led  astray 
by  the  will-o'-the-wisp  lead  given  to  them  by  interested 
leaders,  who — believing  that  co-operation  begins  and  ends 
with  that  "  distribution  "  which  is  all  of  it  that  they  know, 
and  to  which  they  owe  their  leadership — accordingly  tell 
their  followers  that  honest,  capital-making  co-operation, 
the  co-operation  of  the  Rochdale  Pioneers,  of  Thomas 
Hughes,  Vansittart  Neale  and  so  on,  necessarily  means 
"Socialism" — which  "Socialism"  is  supposed  unsparingly 
to  condemn  co-operative  banking  of  any  sort. 

However,  in  spite  of  all  that,  there  is  ample  raw  material 
ready  for  co-operative  banking,  and  our  new  posse  of  small 
holders  compellingly  cries  out  for  it.  And  our  laws  are 
not  altogether  unfavourable.  It  is  quite  true  that  they 
might  be  kinder.  There  might  very  well  be  one  Act  for 
both  forms  of  organisation — the  most  expert  authorities 
bear  me  out  in  my  suggestion  how  that  might  be  brought 
about.  And  there  might  be  further  powers  given  to 
village  banks,  for  which  there  is  the  most  urgent  need, 
but  which  our  law  most  grudgingly  withholds.  Such 
village  banks  cannot  at  present  in  our  country  become 
"  incorporated  societies,"  like  the  Indian  credit  banks,  and 
must  still  act  clumsily  through  trustees  ;  and  they  cannot 
at  present  unite  for  the  formation  of  central  banks — not 
safely,  at  any  rate  ;  for  I  am  advised  that  the  combination 
suggested  in  an  official  quarter  would  be  held  bad  at  law, 
while  at  the  same  time  it  would  entail  very  serious  danger 
for  the  banks  availing  themselves  of  it.  For  banks  organised 
on  a  share  basis,  on  the  other  hand,  the  Industrial  and  Pro- 
vident Societies  Act  gives  all  that  we  can  reasonably  ask 
for  at  present.  And  for  village  banks  the  Friendly  Societies 
Act,  under  the  section  applying  to  "  specially  authorised 
societies  " — as  which  the  Treasury  has  recognised  such 
banks — allows  us  at  any  rate  all  that  is  necessary  for  a 
beginning — more  particularly  since  it  has  been  supple- 
mented by  Sir  Horace  Plunkett's  "  Societies  Borrowing 
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Powers  Act  "  of  i8g8.  It  was  difficult  at  first  to  find  a 
suitable  Act  under  which  to  form.  We  owe  it  to  Sir 
Edward  Brabrook  that  a  convenient  way  has  been  dis- 
covered out  of  such  difficulty.  No  doubt  more  would  be 
acceptable,  and  we  are  in  the  right  in  claiming  it ;  for  it 
has  answered  admirably  elsewhere.  Powers  to  trade  are 
required  more  specifically  in  Ireland.  It  is  to  fill  up  such 
gaps  as  have  been  indicated  that  a  Bill  was  drafted  under  my 
instructions  two  years  ago,  to  which  the  Government 
gave  its  assent  on  the  second  reading,  but  only  to  oppose 
it  tooth  and  nail,  without  rhyme  or  reason,  in  Committee. 
One  cannot  look  upon  that  opposition,  which  is  evidently 
based  upon  a  misconception  of  the  matter,  attributable  to 
want  of  study  of  the  question,  as  final.  And  a  movement 
so  favourably  reported  upon  by  Sir  R,  Morier,  Sir  E. 
Malet,  and  in  full  detail,  at  great  length,  by  Sir  Frederick 
Nicholson,  cannot  possibly  be  ruled  out  of  court  in  virtue 
of  a  simple  "  imaginary  statement " — the  late  Lord 
Iddesleigh's  term — by  a  youthful  peer  who  has  still  his 
first  spurs  to  win  and  who  is  evidently  without  knowledge 
of  even  the  most  elementary  kind  on  the  subject.* 

The  trouble  is,  as  observed,  that  people  will  not  learn  Knowledge 
before  they  presume  to  teach.  When  the  Irish  wanted  ^^"""^  • 
co-operative  banks  they  heckled  me,  as  I  have  shown,  to 
the  very  bone,  in  order  to  arrive  at  the  bottom  of  the 
question.  When  Mr.  Desjardins — after  reading  my  book 
with  great  attention — wished  to  start  co-operative  banks 
in  Canada,  he  plied  me  with  letters  on  point  after  point, 
and  carefully  consulted  those  practical  co-operative  bankers 
abroad  to  whom  I  gladly  furnished  him  with  introductions 
and  whom  he  desired  to  imitate — and  has,  in  fact,  imitated. 
No  sooner  had  the  Indian  Co-operative  Credit  Banks  Act 
of  1904  become  law,  than  newly  appointed  Registrars 
applied  to  me  for  guidance.     I  took  one  of  them  to  our 

*  See  Lord  Denman's  speech  in  the  House  of  Lords.    Parliamentary 
Debates,  Fourth  Series,  vol.  192,  pp.  4 — 7. 


Adopted. 


574  PEOPLE'S   BANKS. 

International  Co-operative  Congress  and  there  introduced 
him  to  all  the  men  of  light  and  leading  in  the  movement. 
He  travelled  round  Germany,  at  any  rate,  to  see  for  him- 
self, and  qualified  himself  more  fully  still  by  spending  four 
weeks  at  Neuwied  to  learn  the  routine.  Others  were  con- 
tent with  verbal  or  written  information  and  explanation. 
But  there  has  been  a  good  deal  of  that. 
Faulty  Rules  In  all  these  cases  good,  partly  excellent,  results  have 
followed  upon  the  acquisition  of  full  knowledge  on  the 
matter.  I  have  still  to  learn  who  among  our  would-be 
English  teachers  of  co-operative  banking  has  gone  through 
anything  like  a  similar  schooling,  without  which  no  district 
organiser  would  be  accepted  by  a  German  or  Austrian 
Union.  The  result  is  to  be  seen  not  only  in  faulty  rules, 
but  in  just  as  faulty  practice.  This  is  not  the  place  in 
which  to  enter  at  length  into  the  mistakes  made.  One 
may  hope  that  they  will  be  amended.  But,  to  speak 
generally,  it  does  not  yet  appear  to  be  at  all  adequately 
understood  that  the  object  of  co-operative  banking  is  to 
provide  security,  as  absolutely  good  security  as  can  be 
created,  rather  than  to  make  streams  of  money  available. 
"  Councils  of  inspection,"  which  are  of  the  essence  of  the 
institution,  as  ensuring  security,  are  held  in  light  esteem. 
It  is  only  with  difficulty  that  I  have  by  my  protests  been 
able  to  obtain  the  substitution  of  "  there  shall  be  a  council 
of  inspection  "  for  "  there  may  be  a  council  of  inspec- 
tion." That  alteration  is  of  course  worth  just  as  much  as 
members  choose  to  make  it  worth.  So  far  from  security 
being  studied,  the  main  preoccupation  appears  to  be  how 
to  make  things  as  easy  and  smooth  as  possible  for  patron 
members.  I  have  come  across  rules  exempting  such  men 
from  unlimited  liability,  exempting  them  from  regular 
attendance  —whereas  irregularity  was  to  cost  the  humbler 
members  their  office.  Nevertheless,  the  main  power  was 
placed  in  the  hands  of  these  grandees.  That  is  absolutely 
wrong,  diametrically  opposed  to  Raiffeisen  teaching.     And 
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yet  such  banks  openly  give  themselves  out  for  •'  Raiffeisen 
Banks."  To  such  almost  criminal  length  has  this  faulty 
principle  of  sparing  patrons  been  carried,  that  members 
are  allowed  to  retire  at  any  moment  and  be  quit  of  all 
liability  on  the  expiration  of  six  months  after  retire- 
ment. That  means  that  depositors  and  creditors  may  be 
deprived  of  the  very  security  on  which  they  placed  reliance, 
without  having  the  slightest  inkling  of  it.  I  am  sorry  to  be 
told  that  the  Chief  Registrar  of  Friendly  Societies,  to  whom 
providers  of  money  would  naturally  look  for  protection  of 
their  interests,  has  actually  sanctioned  this  preposterous  pro- 
vision. It  is  likely  to  expose  banks  which  adopt  it  to  the 
charge  of  fraud.  They  can  never  hope  to  obtain  much 
credit  on  such  lines.  In  German}^  and  Austria  the  law 
fixes'  two  years  as  the  proper  term.  In  the  Belgian  Unions 
dii  Credit  the  term  is  five  years ;  and  that  is  the  period 
which  M.  Rayneri  has,  very  properly,  adopted  for  his 
French  village  banks.  In  the  Raiffeisen  Union  —  the 
principle  of  which  our  English  organisers  profess,  most 
incorrectly,  to  have  made  their  own — not  only  are  members 
bound  under  the  law  to  two  years  of  liability  after  retire- 
ment, but  they  are  now  not  even  allowed  to  retire  otherwise 
than  at  the  close  of  the  financial  year,  after  six  months' 
notice  given.  So  carefully  are  creditors'  rights  hedged  in. 
I  myself  have  prescribed  one  year  as  the  minimum,  taking 
that  term  from  the  Companies  Act,  because  within  one 
year  at  any  rate  the  annual  report  will  bring  the  retirement 
of  members  under  the  notice  of  creditors.  But  a  longer 
term  is  in  every  respect  preferable. 

If  you  will  create  security  such  as  will  satisfy  lenders,  you 
will  have  no  need  to  go  about  fishing  for  funds,  to  ask  for 
grants  out  of  the  Development  Fund,  to  go  begging  people 
to  put  money  into  your  "  Central  Bank,"  which  cannot 
for  a  long  time  to  come  be  a  "  Central  Bank  "  at  all,  but 
only  a  subsidising  institution.  The  indispensable,  funda- 
mental rule  of  the  whole  svstem,  the  corner-stone,  without 
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which  it  cannot  subsist,  is,  that  there  should  be  absolute 
security  for  every  penny  which  you  propose  to  borrow. 
Provide  that,  and  the  money  will  come  of  its  own  accord ; 
you  will  succeed ;  shirk  it,  and  you  are  bound  to  fail. 

That  is  not  all.  There  is  carelessness  with  regard  to 
investments  as  well  as  with  regard  to  liability.  Once 
more,  to  my  regret,  I  see  that  the  Chief  Registrar  of 
Friendly  Societies  has  passed  a  rule  which  must  needs 
land  banks  which  adopt  it  in  loss.  The  rule  allows  a  village 
bank,  being  a  "  specially  authorised  society  "  under  the 
Friendly  Societies  Act,  without  shares,  therefore  dealing 
with  horrowed  money  only,  to  invest  money  at  its  dis- 
cretion in  shares  of  "  any  society  registered  under  the 
Industrial  and  Provident  Societies  Act."  I  do  not 
pretend  to  be  la\\yer  enough  to  dispute  the  legality  of  such 
provision,  which  other  lawyers  tell  me  would  be  disallowed 
in  court.  The  Friendly  Societies  Act  allows  a  society 
registered  under  it  to  join  any  society  registered  under  the 
same  Act :  but  that  is  a  different  thing  altogether.  There 
could  be  no  liability  arising  from  that.  The  Chief  Registrar 
meets  this  objection  with  the  statement  that  the  Act 
permits  societies  to  select  their  own  "  investments." 
Shares  in  an  industrial  and  provident  society  undoubtedly 
constitute  an  "investment."  But  so  does  a  lottery  ticket. 
Manifestly,  the  shares  of  an  industrial  and  provident 
society  are  speculative  and  therefore  insecure,  and  con- 
sequently not  at  all  adapted  for  investment  of  borrowed 
money.  I  had  imagined  that  the  Registrar  with  his 
discretionary  power  was  there  to  prevent  such  unsuitable 
choice  where  latitude  is  given  to  societies,  subject  to  his 
approval.  The  Chief  Registrar  and  Mr.  Yerburgh's  com- 
mittee notwithstanding,  I  must  most  earnestly  caution 
co-operative  banks  forming  against  taking  advantage  of 
this  dangerous  permission  to  risk  their  depositors'  money 
where  much  of  it  is  likely  to  be  lost. 

The  object  of  the  objectionable  provision  is  to  enable 
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village  banks,  formed  under  the  Friendly  Societies  Act, 
to  combine  for  the  formation  of  a  central  bank.  That 
object  will  be  as  fully  served,  with  entire  freedom  from 
risk,  by  the  following  clause  embodied  in  my  Bill  : — 

'' A  thrift  and  credit  bank  may  .  .  .  keep  money  on  deposit  with,  or 
borrow  money  from,  any  central  institution  being  a  company  registered 
under  the  Companies  Acts,  1862  to  1900,  with  limited  liability,  or  a 
society  registered  under  the  Industrial  and  Provident  Societies  Act. 
1893,  having  for  its  object  the  creation  of  funds  to  be  lent  out  to  thrift 
and  credit  banks,  and  having  a  board  of  management  elected  wholly  or 
in  part  by  the  bank  or  by  the  bank  jointly  with  other  similar  banks. 

"  A  thrift  and  credit  bank  may  hold  shares  in,  or  be  a  member  of, 
any  such  central  institution." 

There  is  a  good  deal  more.  The  whole  conception 
formed  is  faulty.  A  most  cumbrous,  time-absorbing 
procedure  is  prescribed  for  the  managing  committee, 
which  should,  on  the  contrary,  be  in  a  position  to 
act  promptly,  because  there  may  be  need  of  promptness. 
On  the  other  hand,  control  and  overhauling  are,  as 
observed,  held  of  little  account. 

It  would  be  wearisome  to  proceed  further.  What  I 
have  said  I  have  said,  not  with  any  wish  to  pick  holes,  but 
with  the  hope  of  sparing  newly  forming  banks  painfu] 
experiences  such  as  the  rules  singled  out  for  notice 
effectively  expose  them  to.  It  should  be  sufficient  to 
show  how  far  from  the  proper  line  our  would-be  organisers 
— excellently  intentioned  as  no  doubt  they  are — have 
managed  to  stray  for  want  of  sufficient  knowledge — 
knowledge  which  is  not  beyond  any  one's  reach,  which 
may  readily  be  obtained,  but  which  is  absolutely  essential 
if  there  is  to  be  success.  You  cannot  ape  the  outward 
form  of  an  institution  to  produce  its  proper  results,  any 
more  than  you  will  produce  a  working  steam  engine  by 
setting  a  funnel  and  a  boiler  on  six  or  eight  wheels.  An 
institution  which  has  answered  admirably  all  around  us, 
among   every  variety   of  race  and    nationality,  in  every 
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climate,  under  the  most  varied  conditions,  ought  to  answer 
also  among  ourselves  if  it  is  only  properly  taken  in  hand. 
Our  circumstances  appear  to  me  to  be  actually  crying 
out  for  it. 

The  matter  may  indeed  be  said  to  have  become  one  of 
national   importance.      The  people  who  find  their  credit 
taken  from  them  because  private  banks  have  been  swept 
off  the  board   can  look  after  themselves.     They  will  pre- 
judice their  own  interests  by  failing  to  avail  themselves  of 
an  easy  remedy.      Should  the  co-operative  societies  prefer 
to   persist    in    making    their    payments    backwards    and 
forwards  through  other  banks,  and  provide  for  the  collec- 
tion of  deposits  from  individual  members  in  a  roundabout 
and  cumbrous  way,  that  is,  once  more,   their   affair.     If 
they  choose  to  continue  to  send  poor  people  empty  away 
from  their  stores,  driving  them  back  perforce  into  the  arms 
of  the  blood-sucking  dealer  on  credit — when  their  move- 
ment was  avowedly  intended  for  "  the  poor  " — that  will 
make  good  people  sad,  but  the  responsibility  will  be  theirs. 
The  Women's  Co-operative  Guild,  appreciating  the  evil, 
has    advocated    retrogression    to    "  paw^nshops,"    to    be 
attached  to  the  Stores.      The  late  Mr.  Holyoake  judged 
more  soundly  when  he  urged  co-operators — not  once  or 
twice,  but  often — to  form  what  he  did  me  the  honour  of 
calling  "  Mr.  Wolff's  banks,"  in  order  to  clear  themselves 
of  the  reproach  of  not  considering  the  poor  and  needy.    No 
doubt  the  wisdom  which  came  to  Mr.  Holyoake  naturally 
will  in  due  course  dawn  upon  those  of  his  nominal  followers 
who  still  cling  to  their  wooden  ways.      If  our  people  are 
content  to  continue  depositing  their  savings  in  institutions 
which  so  unquestionably  competent  a  judge  as  Sir  Edward 
Brabrook    has    pronounced   adapted    only    for   an    infant 
stage,  instead  of  putting  them  where  they  will,  as  Lord 
Avebur\-  has  pointed   out,  bear  fruit  richly  for  the  pro- 
motion of  national  wealth — that  is,  once  more,  their  affair. 
The  time  of  trial  predicted  by  Lord  Avebury  may  come 
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and  teach  them  better  knowledge.  But  the  small  holders 
whom  we  are  trying  to  create  by  the  thousand  threaten  to 
be  absolutely  helpless  without  banks,  and  the  Government 
which  called  them  into  economic  being,  and  which  has 
explicitly  promised  them  co-operative  banks,  will  incur  a 
serious  responsibility  if  it  further  allows  high-stool  red  tape 
to  stand  between  these  confiding  victims  of  its  policy  and 
the  realisation  of  its  explicit  promises.*  To  what  purpose 
is  it  that  the  Prime  Minister  declares  in  Parliament, 
speaking  of  "  credit  societies"  :  "  This  is  a  subject  which 
has  passed  beyond  the  stage  of  inquiry,  as  the  advantages 
of  the  institution  in  question  are  generally  understood  and 
appreciated,"  when  his  own  department  deliberately 
opposes  the  formation  of  such  "  institutions  "  ? 

In  my  opinion,  the  "inquiry  "  demanded  by  Sir  Gilbert 
Parker  would  have  been  exceedingly  useful,  not  as 
establishing  the  utility  of  co-operative  credit  banks — that 
is  established,  so  it  is  quite  true — but  as  bringing  home  to 
our  authorities  that  houses  cannot  be  erected  without 
wood  and  stone,  and  to  our  would-be  patrons  that  a 
building  cannot  be  put  up  roof  downwards.  "  The  subject 
of  co-operation" — so  said  the  late  Lord  Derby,  a  man  of 
sound  judgment  and  knowledge  of  affairs,  if  ever  there  was 
one,  as  reported  by  Lecky — "is  in  m}-  judgment  more 
important  as  regards  the  future  of  England  than  nine 
tenths  of  those  which  are  discussed  in  Parliament,  and 
around  which  political  controversies  gather."  We  cannot 
fail,  sooner  or  later,  to  realise  this,  because  facts,  slower 
but  stronger  than  Lord  Derby's,!  are  pushing  us  to  this 
most  effective  of  all  forms  of  co-operation — most  helpful  to 

*  Not  without  good  reason  has  the  Chief  Registrar  of  Friendly 
Societies  remarked  in  his  last  Annual  Report  :  "  It  may  probably  be 
asserted  with  confidence  that  when  the  societies  engaged  in  providing 
small  holdings  and  allotments  attain  their  full  maturity,  an  indispen- 
sable adjunct  to  their  operations  will  be  found  in  a  large  extension  of 
the  principle  practised  by  the  Agricultural  Credit  Societies." 

t  "  Facts  are  stronger  than  men,''  was  one  of  Lord  Derby's  dtc/a. 
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the  "  unemployed,"  whose  cause  we  have  at  present  so 
much  at  heart.  So  great  a  help  to  the  trader,  the  farmer, 
the  manufacturer,  an  absolute  necessity  to  the  small  holder, 
cannot  fail  to  force  itself  also  upon  us  backward  Britons. 
Mr.  Chamberlain  some  years  ago  asked  for  d£  100,000,000 
to  employ  in  enterprises  which  should  give  employment  to 
more  hands.  £100,000,000  is  just  about  the  sum  which 
less  than  a  thousand  banks  of  one  type  alone  in  Germany 
keep  steadily  in  circulation,  not  reckoning  all  the  millions 
that  go  into  agriculture  and  enable  the  peasantry  to  hold 
their  own.  The  entire  sum  raised  in  credit  by  co-operative 
banks  in  Germany  (about  17,900)  in  igo8 — not  an  excep- 
tionally good  year — was  close  upon  £240,000,000. 
Reasons  There    are    prejudices    to    be    overcome,   based    upon 

for  Hope.  insufficiency  of  study.  Our  people,  eager  to  make  the 
most  of  a  thing,  once  its  merits  are  understood,  are 
habitually  most  difficult  to  move  to  a  new  departure.  But 
there  are  good  reasons  for  hope,  looking  back  upon 
tolerably  rapid  changes  of  mind  which  have  quite  recently 
come  over  both  those  quarters  which  at  present  still  show 
themselves  torpid  in  this  matter  of  co-operative  banking. 
Our  official  co-operators,  still  so  adverse,  were  even  much 
more  adverse  to  the  "  International  Co-operative  Alliance," 
when  I  laboriously  piloted  it  into  existence.  I  succeeded 
in  spite  of  them — with  eclat,  as  Charles  Robert  put  it — 
and  now  there  is  nothing  that  they  profess  to  value  more. 
Light  has  dawned  upon  them.  They  would  indeed  have 
the  Alliance  all  to  themselves.  Again,  our  legislators 
for  a  long  time  would  not  look  at  working  men's  provident 
insurance  against  accident,  or  old  age,  sickness  and  the 
like.  In  the  favoured  position  of  one  well  acquainted  with 
the  matter  and  having  the  late  President  Boedicker  for  a 
personal  friend,  to  give  me  more  than  ordinary  assistance 
in  my  research,  I  took  my  humble  part  in  its  advocacy, 
bringing  out  a  book  upon  it  in  1897,*  which  a  present 
'-'■  "  Employers'  Liability— What  ought  it  to  Be  .="'  P.  S.  King  &  Son. 
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Cabinet  minister  has  paid  me  the  compHment  of  quoting 
at  some  length,  with  apparent  approval.* 

However,everyone  turned  away.  "  Oh,  that  is  excellent " : 
that  is  what  I  was  told  by  intelligent  members  of  Parlia- 
ment ;  "  but  we  are  not  nearly  ripe  for  it ;  you  are  twenty 
years  ahead  of  your  time."  In  1908  Mr.  Lloyd  George 
paid  a  hurried  visit  to  Germany  to  see  for  himself  the 
thing  worked  in  practice — and  the  "  twenty  years  "  have 
passed  in  a  twinkling.  There  are  two  Cabinet  ministers 
at  work  upon  Bills  to  carry  the  principle  into  effect,  and 
everyone  seems  agreed  that  we  must  have  such  insurance. 

What  has  happened  in  these  two  cases  is  likely  to 
happen  also  in  the  case  of  co-operative  credit.  We  want 
it.  We  fail  to  see  this  only  because  we  have  never  studied 
it.  Bankers  appear  to  apprehend  that  it  may  mean  some 
inroad  upon  their  business.  Other  old-fashioned  people 
eye  it  askance  because  it  is  "new-fangled" — possibly 
"Socialist" — and  for  the  moment  still  "foreign."  It  is 
no  more  foreign  than  is  other  banking ;  it  comes  to  us 
from  the  very  same  countries.  And  "  new-fangled  "  it 
can  scarcely  be  after  sixty  years  of  most  successful  and  daily 
extending  practice.  "  Socialist  "  decidedly  it  is  not.  We 
cannot  find  Socialists  to  take  it  up.  There  is  a  mint  for 
employment,  for  agricultural,  commercial  and  industrial 
prosperity  in  it.     And  so  it  seems  bound  to  come. 

I  must  warn  founders  of  co-operative  banks,  no  matter 
of  what  kind,  that  in  the  first  years  they  may  very  likely  find 
themselves  working  at  a  loss.  There  will  be  outlay  which 
business  may  not  at  once  be  sufficient  to  cover.  If  there  is 
found  to  be  want  of  a  bank  in  the  locality,  if  such  bank  be 
found  to  develop  healthily,  that  deficit  ought  not  to  frighten 
anyone ;  it  will  soon  be  wiped  out.  But,  generally  speaking, 
if  we  address  ourselves  to  the  work  in  the  right  spirit,  it  is 
bound  to   succeed   among  ourselves  as  it  has  succeeded 

*  birrell,  A.  "  Four  Lectures  on  the  Law  of  Employers'  Liability 
at  Home  and  Abroad.     1897.'' 
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among  Teutons,  Slavs,  Latins,  and  Turanians,  and  is  suc- 
ceeding among  Mahomedans  and  Hindoos,  under  every 
variety  of  sky,  under  the  most  diverse  conditions,  bringing 
good  wherever  it  has  taken  root,  raising  the  poor  where  other 
educating  methods  have  failed,  teaching  habits  of  business, 
thrift,  sobriety — making  the  drunkard  sober,  the  spend- 
thrift saving,  the  ne'er-do-weel  well-conducted,  turning 
the  illiterate  into  a  penman — and  at  the  same  time  stimu- 
lating, with  its  magic  wand,  as  Leon  Say  has  put  it, 
commerce,  industry,  and  small  husbandry  ;  substituting 
plenty  for  want  and  happiness  for  misery  ;  raising,  enriching, 
emancipating  the  working  classes,  and  flooding  the  whole 
country,  economically  speaking,  like  the  waters  of  the 
Nile,  with  fertilising  influences.  Here  is  a  work,  in  view 
of  the  magnificent  results  attainable  by  it,  for  the  benefit 
of  millions  of  fellow-countrymen,  which  ought  to  have 
attractions  for  statesmen,  philanthropists,  and  ministers 
of  religion.  Please  God,  we  shall  some  day  see  a  rich 
crop  growing  up  from  the  seed  now  being  sown,  and  our 
country  the  richer,  the  happier,  and  the  more  contented 
for  its  growth.  For,  applying  the  words  of  the  late  Ernest 
Brelay,  we  may  truly  say — I  think  my  narrative  must 
have  shown  that — that  the  resources  of  this  beneficent 
creative  power  are  "  illimitable." 
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PEOPLE'S  BANKS: 

A    RECORD    OF    SOCIAL    AND    ECONOMIC    SUCCESS. 


■  li  IS  the  most  complete  book  on  the  subject." — Mr.  G.  N.  Pierson,  lat 
Dutch  Prime  Minister  atid  Ministtr  0/  Finance. 

"  We  may  confidently  refer  those  who  desire  infonnation  on  the  point  to 
the  book  with  which  Mr.  Wolfif  has  provided  us.  It  will  be  a  most  useful 
thing  if  it  is  widely  read,  and  the  lessons  which  it  contains  are  put  in  practice." 
— AthencEztfH. 

"  A  book  so  practical  and  opportune,  and  likely  to  be  fruitful  in  so  many 
ways,  it  has  not  often  been  our  happiness  to  read." — London  Quarterly  Review. 

"  The  book  is  the  most  systematic  and  intelligent  account  of  these  institu- 
tions which  has  been  published." — Banker^ s  Magazine  (^New  Yorfi). 

"  Dans  son  tres  interessant  ouvrage  lauteur  retrace,  avec  beaucoup  de 
lucidity,  d'une  fac^on  tres  complete  et  un  communicatif  enthousiasme,  toutes 
les  experiences  de  banques  populaires  que  nous  ont  offertes  les  diff^rentes 
coTiXx€es,r  —Journal  des  D^bats  (^M.  Paul  Leroy-Beaulien'). 

"  Gehort  zu  dem  Bestem  und  Wirkungsvollsten  was  uber  die  genossen- 
schaftliche  Organisation  des  Personalkredits  und  seine  Bedeutung  fiir  die 
wirthschaftliche  Hebung  der  unteren  und  mittleren  Erwerbsstandegeschrieben 
worden  ist." — Ztitschrift  fllr die  gesammte  Stoat swissenschaft  {the  late  Dr.  A. 
Buchenberger,  Minister  of  Finance  in  Baden"). 

"  There  was  manifest  need  of  just  such  a  book.  ...  A  mine  of  valuable 
information." — Review  of  Reviews. 

"  Mr.  Wolff  writes  lucidly  and  suggestively.  It  is  to  be  hoped  that  his 
N'olume  will  give  a  stimulus  to  the  practical  inquiry  and  the  practical  initiative 
which  this  subject  suggests." — Speaker. 

•'  This  is  an  excellent  book  in  every  way,  and  thoroughly  deserves  the 
careful  attention  of  all  who  are  concerned  for  the  welfare  of  the  people." — 
Economic  Review. 

"  It   is  impossible  in   ilie  space  at  our  disposal  to  do  justice  to  Mr.  Henry 

W.  Wolffs  '  People's  Banks.'     Mr.  Wolff  has  carefully  studied  the  subject 

and  writes  about  it  so  admirably  that  his  volume  should  l;e  in  the  hands  of 

cverjonc  interested  in  the  study  of  methods  by  which  the  lot  of  those  who 

abour  may  1)C  improved."  —  Observer. 


"The  book  is  of  much  value;  it  brings  before  the  public  in  an  emphatic 
way  the  important  subject  of  successful  co-operation.'" — Annals  of  the  American 
Academy. 

"  An  excellent  work." — Report  of  the  Chief  Registrar  of  Friendly  Societies. 

"M.  Wolff,  a  I'ouvrage  duquel  nous  rendons  hommage." — Revue  des  Deux 
Alondes. 

"  Lavoro  di  gran  polso,  stampato  con  grandissima  cura.  .  .  .  Fermi - 
amoci  non  senza  aver  reso  omaggio  alia  bonta  del  lavoro  del  Signor  Wolff." — 
Credit 0  e  Cooperazione  (^Rome').      , 

"Un  livre  excellent." — V Econoniiste  Fraw}ais, 

"  L'Autore  dimostra  di  avere  veramente  approfondito  il  suo  tema." — 
V Economista  {Florence'). 

"  An  important  subject     .     .     .     the  book  will  be  found  valuable." — Times. 

'■  By  far  the  most  complete  account  of  the  subject  in  the  English  langu^e." 
— Staiuiard. 

"Discusses  a  subject  which  deserves  to  be  studied  with  attention." — 
Daily  Telegraph. 

"  We  recommend  Mr.  Wolff's  book  to  the  close  attention  of  all  students  of 
social  and  industrial  reforms." — Daily  Chronicle. 

"  L'ouvrage  est  fort  instructif  et  remplit  parfaitement  le  but  que  poursuivait 
son  auteur  :  vulgariser  en  Angleterre  I'idee  du  credit  populaire." — Revue 
Sociale  et  Politique  (Brussels). 

"  Une  remarquable  etude." — La  Meuse  {Liege). 

"  His  intensely  interesting  account  of  the  triumphs  of  popular  effort  on  the 
Continent.  .  .  .  We  most  heartily  commend  this  book  to  the  clergy  and 
laity."— C//«n-/i  Times. 

"A  book  of  books  for  agriculturists  .  .  .  most  interesting  and  instructive." 
— Land  Agents^  Record. 

"  We  cordially  commend  the  work." — North  British  Economist. 

"Son  livre  est  de  ceux  qu'on  consulte  avec  fruit." — Revue  d'Econotnie 
Politique. 

"  Mr.  Wolff  has  written  a  very  able  and  a  very  useful  book.  He  has  taken 
infinite  pains  to  get  at  the  facts.  He  writes  lucidly,  arranges  his  matter  well 
and  covers  the  whole  field.  His  monograph  deserves  to  be  widely  read,  and 
to  be  thought  over  with  some  deliberation." — Newcastle  Chronicle. 

"  He  writes  with  the  pen  of  a  master.  There  is  probably  no  treatise  upon 
the  question  which  so  minutely  traces  its  history  and  more  lucidly  explains  its 
present  condition." — Hereford  Times. 

"An  excellent  book,  profoundly  interesting.'' — Leeds  Mercury. 

'•By  far  the  most  complete  account  of  the  subject  in  the  English  language." 
— Melbowne  Age. 
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Mr.  Wollif  brings  to  the  discussion  of  this  subject  not  merely  an  intimate 
knowledge  of  it.  and  a  well-trained  literary  faculty,  but  a  long  practical 
acquaintance  with  the  working  of  Co-operative  Banks  at  home  and  abroad,  and 
the  experience  gained  by  much  active  work  in  the  promotion  of  the  movement." 
— Sir  E.  Brabrook,  late  Chief  Registrar  of  Friendly  Societies,  in  the  '^'  /ournal 
of  the  Royal  Statistical  Society.''' 

"Wonderfully  full  of  information  on  an  important,  but  little  known, 
subject,  presented  in  a  way  which  is  at  once  instructive  and  luminous." — 
Sheffield  Daily  Telegraph. 

'•  Mr.  Wolff  is  the  author  of  a  successful  work." — Tinus. 
"  Mr.  Wolff  certainly  deserves  a  hearing.'— ^/^c/a/^;-. 

"  A  valuable  contribution  to  the  literature  on  a  subject  the  growing  import- 
ance of  which  cannot  be  over-estimated." — Glasgow  Herald. 

"  To  those  interested  in  the  social  problem,  and  especially  to  those 
interested  in  the  development  of  small  holdings,  village  industries,  and 
generally  of  enterprises  dependent  upon  the  individual,  this  book  will  be 
exceedingly  welcome." —  Tribune. 

"  C'est  un  livre  a  ^tudier,  et  a  etudier  avec  fruit."— yi^w/vw/  des 
Economistes. 

"  A  mine  of  information  on  co-operative  principles  and  practice.  His 
Chapter  III.,  '  How  the  Question  is  Solved,'  should  be  read  by  all  interested 
in  the  question.' — Allahabad  Pioneer. 

"  Mr.  Wolff  has  that  power  to  convince  the  mind  which  arises  from  easy 
writing  and  entire  mastery  of  his  subject." — The  Irish  Homestead  {the  organ  of 
the  Irish  Agricultural  Organisation  Society'). 

"The  book  is.  of  course,  sound,  since  the  author  knows  more  about 
Co-operative  Banking  than  any  writer  living." — Economic  Journal. 

"  Mr.  Wolff^s  book  is  decidedly  worth  studying  by  all  who  have  at  heart 
the  bettering  of  the  industrial  classes  in  town  and  country." — Nottingham 
Guardian. 

"  It  cannot  but  jirove  instructive  and  interesting." — Scotsman. 
"'Co-operative  Banking'  is  published  at  an  opportune  moment.  The 
development  of  Co-operation  among  agriculturists,  which  is  quietly  but 
steadily  going  forward,  will  be  helped  by  this  publication,  if  only  the  lesson 
which  it  teaches  can  be  brought  fully  home  to  agricultural  co-operators."— 
The  Co-operative  News. 

"'Co-operative  Banking'  is  the  work  of  an  expert,  and  should  be  read 
by  all  who  wish  to  understand  the  immense  success  achievetl  abroad  by 
Co-operative  Credit."— TV/c  British  Friend. 

"  Mr.  Wolff's  book  is  written  from  within.  It  is  the  work  of  an  expert, 
and  not  merely  of  a  business  expert,  but  also  of  a  profound  analyst  of 
principle. "— Co'/ar/M/rjA//. 
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London,  1894.    Agricultural  Organisation  Society,     i^. 

"  A  capital  little  book." — Leeds  Mercury. 

"  The  work  is  full  of  suggest! veness  to  everyone  interested  in  the  agricultural 
public." — Nottingham  Guardiayz.  * 

"The  objects  and  aims  are  clearly  and  concisely  set  forth." — Farmers' 
Gazette. 

"  A  capital  little  book." — Birmingham  Argus. 

"  Un  excellent  travail." — Bulletin  dii  Credit  Populaire  [Paris). 

"Ouvrage  tres  es\.\m€,''— -Journal  de  F Agriculture  {Paris). 


VILLAGE    BANKS; 
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Agricultural  Credit  Societies  for  Small  Occupiers,  Village  Tradesmen,  &c. 

HOW  TO   START  THEM— HOW   TO   WORK  THEM— WHAT  THE 
RICH    MAY   DO  TO    HELP   THEM. 

With  Model  Rules  and  Model  Account  Sheets  Added. 

London,  1894.     P.  S.   King  &  Son.     6d. 

"  A  valuable  guide." — Land  Agents'  Record. 

"Every  page  deserves  careful  study." — The  Christian  Million. 
,  "  Ces  judicieuses  observations  pourront  etre  lues  avec  ixmt."— Journal  dcs 
Economistes. 

"  The  author  has  made  the  subject  his  own,  and  knows  what  he  is  writing 
about." — Lndian  Engineer. 

"  L'excellente  brochure." — Bulletin  Mensuel  de  V Union  des  Caisses  Rtirales 
et  Ouvrieres  [Lyons). 

"  It  is  to  be  hoped  that  it  will  be  widely  read,  and  that  it  will  bear  practical 
frui t ." " — Nor-duich  Chron icle . 

"  We  are  greatly  indebted  to  the  author  for  his  indefatigable  perseverance 
in  pressing  this  important  .subject  on  the  attention  of  English  readers." — • 
Charity  Organisation  Review. 
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p.  S.  King  &  Son.    6d. 

"  Should  be  in  the  hands  of  everyone  who  would  like  to  understand  the 
growing  movement  in  favour  of  establishing  in  the  United  Kingdom  the  banks 
for  people  of  small  means  which  have  been  so  successful  all  over  the  Continent. ' ' 
— Labour  Co-partnership. 

"Essentiellement  pratique.  La  lecture  du  Manuel  peut-etre  recommandee 
•c.  lous  ceux  quinteresse  la  question  des  banques  populaires." — Revue  dt.s 
Banques. 
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Section  of  the  International  Congress  for  the  Wel- 
fare and  Protection  of  Children.  Demy  8vo.  is. 
net.     (Inland  Postage  id.) 

Children.  See  also  Boys  and  Girls  ;  Infant,  Parent, 
AND  State  ;  Infantile  Mortality  ;  Physical 
Condition  ;  Medical  Examination  of  Schools 
AND  Scholars  ;  and  Unemployed. 

China  Imperial  Maritime  Customs.  Reports  on 
Trade,  Medical  Reports,  and  Reports  on  Special 
Subjects,  such  as  Silk,  Opium,  Chinese  Language, 
Music,  &c.  Issued  by  Authority  of  the  Inspector- 
General  of  the  China  Imperial  Maritime  Customs. 
List  sent,  post  free,  on  application. 

China.     See  also  Opium. 

Colbert.     See  Economic  Policy  of  Colbert. 

Coal,  Foreign  Trade  in.  By  H.  Stanley  Jevons,  M.A., 
B.Sc,  F.S.S.,  Lecturer  in  Economics  and  Political 
Science.  (In  the  Series  of  the  University  College 
of  South  Wales  and  Monmouthshire.)  Royal  8vo. 
IS.  net. 

Colonies.    See  Africa  ;  Australia  ;  Canada  ;  and  India. 

Columbia  University,  New  York.  Studies  in  History, 
Economics,  and  Public  Law.  Edited  by  the  Faculty 
of  Political  Science  at  Columbia  University.  List 
of  these  publications  sent,  post  free,  on  application. 

Commercial  Gambling:  Works  by  Charles  William 
Smith  :— 

"ORIGINAL"  THEORIES  UPON  DEPRES- 
SION IN  TRADE,  AGRICULTURE,  AND 
SILVER.     Price   is.     (Inland  Postage  2d) 

COMMERCIAL  GAMBLING:  the  Principal  Cause 
of  Depression  in  Agriculture  and  Trade.  Price 
2S.     (Inland  Postage  2^.) 

THE  PRESS  ON  COMMERCIAL  GAMBLING. 
Price  td.     (Inland  Postage  id.) 
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CHARLES  W.  SMITH'S  "  REPLY "  to  the  Final 
Report  of  the  British  Royal  Commission  on 
Agriculture  on  the  Question  of  "  International 
Gambling  in  'Fictitious'  Produce  and  Silver,  under 
the  Option  and  Future  Settlement  Systems." 
Price  2s.      (Inland  Postage  2d.) 

PRICE- FAMINES  — THE  RESULT  OF 
"CORNERS."  The  Crime  of  the  Century. 
Price  IS.     (Inland  Postage  2d.) 

THE  TRANSLATED  EDITION  OF  "THE 
RUIN  OF  THE  WORLD'S  AGRICUL- 
TURE AND  TRADE  "—"  International  Fic- 
titious Dealings  in  Futures  of  Agricultural  Produce 
and  Silver,  with  their  Effect  on  Prices."  By  Dr. 
G.  Ruhland,  of  Berlin.  Prefaced  by  C.  W.  Smith. 
Price  IS.  6d.     (Inland  Postage  2d.) 

FREE  TRADE  AND  PROTECTION  under  the 
International  Option  and  Future  Systems,  1846  to 
1904.     Price  2s.  6d.  net.     (Inland  Postage  ^d.) 

THE    ECONOMIC    RUIN   OF    THE  WORLD: 

International,  Commercial,  and  Financial  Gamb- 
ling in  Options  and  Futures  (Marches  a  Terme). 
Price  55.  net.     (Inland  Postage  ^d.) 

A  MANIFESTO  ON  INTERNATIONAL,  FINAN- 
CIAL, AND  COMMERCIAL  GAMBLING 
in  Options  and  Futures  (Marches  a  Terme) : 
The  World's  Greatest  Perils.  Price  bd.  (Inland 
Postage  id.) 

A  MANIFESTO  ON  INTERNATIONAL,  FINAN- 
CIAL, AND  COMMERCIAL  GAMBLING 
in  Options  and  Futures  (Marches  a  Terme) 
in  conjunction  with  Free  Trade  and  Protection. 
Price  IS.     (Inland  Postage  id.) 

Commerce.     See  Bank  of  England;  Ireland;  London; 
London  Money  Market;  and  Railways. 

Commons,  House  of,  and  Taxation.    By  Archer  Wilde. 
Demy  8vo.     6d.  net.     (Inland  Postage  ^d.) 
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Communal  and  Individual  Responsibility  as  Regards 
Health  Conditions.  By  Mark  H.  Judge.  Re- 
printed from  the  Westminster  Review.  Demy  8vo. 
dd.  net.     (Inland  Postage  \d) 

Communal  Currency,  An  Example  of.  The  Facts 
about  the  Guernsey  Market  House.  Compiled 
from  original  documents.  By  J.  Theodore  Harris, 
B.A.  With  an  Introduction  by  Sidney  Webb, 
LL.B.  (In  the  Series  of  the  London  School  of 
Economics.)  Crown  8vo.  Paper,  \s.  net.  Cloth, 
\s.  6d.  net.     (Inland  Postage  i^-^.) 

Consols,  British,  and   French   Rentes.      By  C.  A. 

Stanuell.    Demy  8vo.    6d.  net.    (Inland  Postage  id.) 

Co-operation.  International  Co-operative  Bibliography. 
Compiled  and  Edited  by  the  Executive  Committee 
of  the  International  Co-operative  Alliance.  Demy 
Svo.     Cloth,  7.$-.  6d.  net.     (Inland  Postage  4^.) 

Co-operation.  International  Co-operative  Congress. 
Report  of  the  Proceedings  of  the  Seventh  Con- 
gress of  the  International  Co-operative  Alliance 
held  at  Cremona  on  September  22-25,  1907. 
Demy  Svo.     3^.  net.     (Inland  Postage  3^.) 

Co-operation  at  Home  and  Abroad.  An  Account  of 
the  Co-operative  Movement  in  Great  Britain  and 
other  Countries.  By  C.  R.  Fay,  B.A.,  D.Sc.  Demy 
Svo.     Cloth,    10s.  6d.  net.     (Inland  Postage  5^/.) 

Co-operation.  See  also  Agricultural  Co-operation; 
People's  Banks  ;  and  Small  Holders. 

Co-operative  Banking:  Its  Principles  and  Practice. 
With  a  Chapter  on  Co-operative  Mortgage-Credit. 
By  H.  W.  Wolff.  Demy  Svo.  Cloth,  ts.  6d.  net. 
(Inland  Postage  5</.) 

Co-operative  Credit  Banks:  A  help  for  the  Labouring 
and  Cultivating  Classes.  By  H.  W.  Wolff.  Crown 
Svo.     6d.     (Inland  Postage  id.) 

Co-operative  Credit  Handbook.  By  H.  W.  Wolff. 
Crown  Svo.     is.  net.     (Inland  Postage  2d.) 
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Co-operative  Farming.  By  W.  Bulstrode.  A  Review 
of  the  Causes  which  have  led  to  the  Exodus  of  the 
Villagers  to  the  Towns,  and  a  Suggestion  for  a  New 
Scheme  on  Commercial  Principles.  Crown  8vo. 
3^.  net.     (Inland  Postage  ^d.) 

County  Councils.  What  County  Councils  can  do  for 
the  People.  By  W.  Thompson,  Demy  8vo,  paper, 
6d.  net ;   cloth,  is.  net.     (Inland  Postage  id.) 

Course  of  Average  Prices  of  General  Commodities, 
1820-1907.  Compiled  by  Augustus  Sauerbeck, 
F.S.S.  Royal  4to.  With  folding  Diagram,  is.  net. 
(Inland  Postage  id.) 

Danish  Poor  Relief  System.    See  Poor  Law. 

Democracy.  See  German  Social  Democracy  ; 
Liberalism;  and  Social  Democracy. 

Diphtheria.  Report  of  the  Bacteriological  Diagnosis,  and 
the  Anti-Toxin  Serum  Treatment  of  cases  admitted 
to  the  Hospitals  of  the  Metropolitan  Asylums  Board 
during  the  years  1895-6.  By  G.  Sims  Woodhead, 
M.D.     Foolscap.    7.^.  6^.  net.     (Inland  Postage  6^.) 

Drink.  Case  for  Municipal  Drink  Trade.  By  Edward  R. 
Pease.  Crown  8vo.  Cloth,  2s.  6d.  net;  paper,  i.y.  net. 
(Inland  Postage  3^.) 

Drink.  Temperance  Reform  in  the  United  States.  Com- 
piled by  A.  W.  Richardson.  With  coloured  Map.  2d. 
(Inland  Postage  ^d.) 

Drink.     See  also  Nigeria. 

Economic  Policy  of  Colbert.  By  A.  J.  Sargent,  M.A. 
(In  the  Series  of  the  London  School  of  Economics.) 
Crown  8vo.    Cloth,  zs.  6d.  net.    (Inland  Postage  3^.) 

Education.  A  Short  History  of  National  Education  in 
the  United  Kingdom.  By  T.  Lloyd  Humberstone, 
B.Sc.  Demy  8vo.  Illustrated.  3^.  net.  (Inland 
Postage  2d.) 
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Education.  See  also  Boys  and  Girls  ;  Children's  Care 
Committees  ;  Medical  Examination  of  Schools 
AND  Scholars  ;  and  Physical  Condition  of 
School  Children. 

Egypt.  The  Administration  of  Justice  in  Egypt.  By 
H.  R.  Fox  Bourne.  Edited,  with  a  Preface,  by  John 
M.  Robertson,  M.P.  Demy  8vo,  72  pp.  6d. 
(Inland  Postage  id.) 

Elections.  Practical  Notes  on  the  Management  of  Elec- 
tions. By  Ellis  T.  Powell,  LL.B.  (In  the  Series  of 
the  London  School  of  Economics.)  Royal  8vo. 
IS.  6d.  net.     (Inland  Postage  2d.) 

Factory  Legislation,  History  of.  By  B.  L.  Hutchins 
and  A.  Harrison,  D.Sc.  With  a  Preface  by  Sidney 
Webb,  LL.B.  (In  the  Series  of  the  London  School 
of  Economics.)  Second  edition.  Demy  8vo. 
Cloth,  6s.  net.     (Inland  Postage,  4^.) 

Farming.  See  Agriculture;  Agricultural  Labourer; 
a«^  Co-operative  Farming. 

Feeble-minded.  The  Problem  of  the  Feeble-minded. 
An  Abstract  of  the  Report  of  the  Royal  Commission 
on  the  Care  and  Control  of  the  Feeble-minded. 
With  an  Introduction  by  Sir  Edward  Fry,  G.C.B., 
and  Contributions  by  Sir  Francis  Galton,  F.R.S., 
Rev.  W.  R.  Inge,  M.A.,  Professor  A.  C  Pigou,  and 
Miss  Mary  Dendy.  Demy  Svo.  \s.  net.  (Inland 
Postage,  2d.) 

Finance.  See  also  Banking  ;  Consols  ;  London  ; 
Money  ;    and  Public   Finance. 

Fiscal  Fallacies.  By  Congreve  Jackson.  Second 
Edition.     Crown  8vo.  2,d.  net.    (Inland  Postage  \d.) 

Free  Trade.  Elements  of  the  Fiscal  Problem.  By  L.  G. 
Chiozza-Money.  Demy  Svo.  Cloth,  3^.  6d.  net. 
(Inland  Postage  4^.) 

Free  Trade.  See  also  Brassworkers  ;  Canada  and  the 
Empirk;  Commercial  Gambling;  Protection; 
and  Tariffs. 
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German  Social  Democracy.  Six  Lectures  delivered  at 
the  London  School  of  Economics.  By  the  Hon. 
Bertrand  Russell,  B.A.  With  an  Appendix  on 
Social  Democracy  and  Woman's  Question  in  Ger- 
many, by  Alys  Russell,  B.A.  (In  the  Series  of  the 
London  School  of  Economics.)  Crown  8vo.  Cloth, 
3^.  t)d.  net.     (Inland  Postage  3^.) 

German  UniYersities.  A  Review  of  Professor  Paulsen's 
Work  on  the  German  University  System.  By  Mabel 
Bode,  Ph.D.  With  a  Preface  and  Appendix.  Demy 
8vo.     i^.  net.     (Inland  Postage  2^.) 

German  Workman,  The :  A  Study  in  National  Efficiency. 
By  William  Harbutt  Dawson.  A  Survey  of  German 
Social  Legislation  and  Social  Reform  Institutions, 
as  they  aflfect  the  Working-classes.  Crown  8vo. 
Cloth,  6x.  net.  (Inland  Postage  4</.)  See  Brass- 
workers  and  Workmen. 

Health.  See  Communal  ;  Housing  ;  Infant,  Parent, 
AND  State  ;  Infantile  Mortality  ;  Medical 
Examination  of  Schools  and  Scholars;  and 
Sanitary. 

History.  Select  Documents  Illustrating  Mediaeval  and 
Modern  History.  A  Text  Book  for  use  in  Colleges 
and  by  all  Students  of  History.  By  Emil  Reich. 
Demy  Svo.     Cloth,  2\s.  net.     (Inland  Postage  dd.) 

History.  See  also  Agricultural  Labourer  ;  Bank  of 
England;  Columbia  University;  Education; 
Factory  Legislation  ;  Ireland  ;  London  Muni- 
cipal Government  ;  Lords  ;  Paleography  ; 
Philanthropy  ;  Poor  Law  ;  and  Rates. 

Handbook  to  the  Housing  and  Town  Planning  Act, 
1909.  By  W.  Thompson,  author  of  "  The  Housing 
Handbook,"  "Housing  Up-to-Date,"  and  "What 
County  Councils  can  do  for  the  People."  Demy  Svo, 
Paper  covers,  \s.  net.  Cloth,  2s.  net.  (Inland 
Postage  3^.) 

Housing  and  Town-Planning  Act,  1909,  The,  as  it 
Affects  Rural  Districts.  By  Annette  Churton. 
Royal  Svo.     2d.  net.     (Inland  Postage  \d.) 
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Honsing  Handbook,  Up-to-Date.  A  Practical  Manual 
for  the  use  of  Officers,  Members,  and  Committees 
of  Local  Authorities,  and  Social  or  Fiscal  Reformers. 
By  Alderman  W.  Thompson.  Second  edition. 
Demy  8vo.  Cloth.  Illustrated,  7^.  6^.  net.  (Inland 
Postage  6d.) 

Housing.  Public  Health  and  Housing.  The  Influence 
of  the  Dwelling  upon  Health  in  Relation  to  the 
Changing  Style  of  Habitation.  Being  the  Milroy 
Lectures  delivered  before  the  Royal  College  of 
Physicians.  Revised  and  Enlarged.  By  J.  F.  J. 
Sykes,  M.D.,  B.Sc.  Crown  8vo.  Cloth,  Diagrams, 
5^.  net.     (Inland  Postage  3^.) 

India  OflBce  and  Government  of  India.  List  of  the 
more  important  of  these  Publications  sent  post  free, 

on  application. 

Industrial  Conciliation  and  Arbitration.  By  Douglas 
Knoop,  M.A.  With  a  Preface  by  Professor  S.  J. 
Chapman.     Cloth,  3^.  6d.  net     (Inland  Postage  3^.) 

Industrial  Conditions.  See  Brassworkers  ;  The  Ger- 
man Workman;  and  Workmen. 

Infantile  Mortality.  Report  of  the  Proceedings  of 
National  Conference  on  Infantile  Mortality,  held  at 
Caxton  Hall,  Westminster,  on  the  13th  and  14th 
June,  1906.  Demy  8vo.  Limp  cloth,  is.  6d.  net. 
(Inland  Postage  T,d.) 

Infantile  Mortality.  Report  of  the  Proceedings  of  the 
Second  National  Conference  on  Infantile  Mortality, 
held  at  Caxton  Hall,  Westminster,  on  the  23rd, 
24th,  and  25th  March,  1908.  Demy  8vo.  Limp 
cloth,  IS.  6d.  net.     (Inland  Postage  T,d.) 

Infantile   Mortality  and  Infants  Milk  Depots.     By 

G.  F.  McCleary,  M.D.,  D.P.H.    Illustrated.    Crown 
8vo.     Cloth,  6s.  net.     (Inland  Postage  4^.) 

Infant  Mortality :  Statistical  Analysis  of,  and  its  Causes 
in  the  United  Kingdom.  By  Helen  M.  Blagg. 
Demy  8vo.     i^.  net.     (Inland  Postage  id.) 
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Infant,  Parent,  and  State.  A  Social  Study  and  Review. 
By  H.  Llewellyn  Heath,  D  P.H.  With  a  Preface  by 
Professor  G.  Sims  Woodhead,  M.D.  Crown  8vo. 
Cloth,  illustrated,  3^.  6<^.  net.     (Inland  Postage  $d.) 

Insurance  Against  Unemployment.  By  D.  F.  Schloss. 
Crown  8vo,  cloth,  3^.  6d.  net,     (Inland  Postage  3^.) 

Ireland.  History  of  the  Commercial  and  Financial  Rela- 
tions between  England  and  Ireland.  By  Alice  Effie 
Murray,  D.Sc.  Preface  by  W.  A.  S.  Hewins,  M.A. 
(In  the  Series  of  the  London  School  of  Economics.) 
Demy  8vo.     Cloth,  3^.  6d.  net.    (Inland  Postage  5^.) 

Ireland.  Paraguay  on  Shannon :  The  Price  of  a  Political 
Priesthood.  By  F.  Hugh  O'Donnell,  M.A.  Demy 
8vo,  cloth,  6s.  net.     (Inland  Postage  4^.) 

Ireland.  See  also  Price  of  Home  Rule  ;  and  Political 
Priests  and  Irish  Ruin. 

Land,  Distribution  of.  By  the  Hon.  Rollo  Russell. 
Demy  Svo.     3^.  net.     (Inland  Postage  2^.) 

Land  Values.  Rating  of  Land  Values.  Notes  on  the 
Proposal  to  levy  Rates  in  respect  of  Site  Values. 
By  Arthur  Wilson  Fox,  C.B.  Second  edition. 
Demy  Svo.     Cloth,  3^.  6d.  net.    (Inland  Postage  3^.) 

Law  of  Prize  on  Land  and  Sea.  By  Dr.  Hans 
Wehberg,  of  the  University  of  Bonn.  Translated 
from  the  German  into  English.  With  a  Preface  by 
John  M.  Robertson,  M.P.  \In  the  Press. 

Liberalism.  The  Crisis  of  Liberalism.  New  Issues  of 
Democracy.  By  J.  A.  Hobson.  Demy  Svo. 
Cloth.     300  pp.  '  ds.  net.     (Inland  Postage  4^.) 

Licensing.    See  Drink. 

Light  Railways  Procedure:  Reports  and  Precedents. 

Vol.  I.  By  J.  Stewart  Oxley,  M.A.,  of  the  Inner 
Temple,  Barrister-at-Law.  Demy  Svo.  Cloth,  480 
pages.     2 IS.  net.     (Inland  Postage  6^/.) 
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Light  Railways  Procedure  :  Reports  and  Precedents. 

Vol.  II.  By  J.  Stewart  Oxley,  M.A.,  of  the  Inner 
Temple,  Barrister-at-Law,  assisted  by  S.  W.  P. 
Beale,  B.A.,  of  Lincoln's  Inn,  Barrister-at-Law. 
Demy  8vo,  cloth,  376  pages.  21s.  net.  (Inland 
Postage  5^.) 

Liqnor  TraflBc.     See  Drink  ;  and  Nigeria. 

Local  Goyernment.  See  Communal  Currency;  Hous- 
ing; London  Municipal  Government;  National 
AND  Local  Finance  ;  Poor  Law  ;  Taxation  :  and 
Town  Planning. 

Local  Taxation  in  London.     See  London. 

London  Building  Act,  Tribunal  of  Appeal  under 
the.  A  Manual  for  Appellants.  By  Charles  H. 
Love.  Demy  8vo.  Cloth,  35.  6d.  net.  (Inland 
Postage  T)d.) 

London  County  Council.  Messrs.  P.  S.  King  &  Son 
are  the  publishers  appointed  for  the  sale  of  the 
reports  and  publications  of  the  London  County 
Council.  Special  catalogue,  arranged  under  sub- 
jects, post  free  on  application. 

London  Municipal  Government.  The  History  of  a 
Great  Reform,  1880-1888.  By  John  Lloyd,  Hon. 
Secretary  and  Secretary  of  the  Municipal  Reform 
League.  Large  quarto,  72  pp.,  21  illustrations, 
handsomely  bound  in  half  blue  calf.  Special 
edition  limited  to  200  copies.  Price  jQi  is.  net. 
(Inland  Postage  c,d.) 

London.  Local  Taxation  in  London.  By  M.  E.  Lange. 
With  a  Preface  by  Lord  Welby.  Demy  Svo.  is. 
net.     (Inland  Postage  i^d.)  ^ 

London :  Mechanism  of  the  City.  An  Analytical  Survey 
of  the  Business  Activities  of  the  City  of  London. 
By  Ellis  T.  Powell,  LL.B.  (Lond.),  B.Sc,  of  the 
Inner  Temple,  Barrister-at-Law.  {In  the  Press. 
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London  Pride  and  London  Shame.  By  L.  Cope 
Cornford.  Demy  8vo.  Cloth,  6^.  net.  (Inland 
Postage  4d.) 

Lords,  House  of,  and  Taxation.  By  Ernest  E.  Williams. 
Demy  8vo.     6d.  net.     (Inland  Postage  ^d.) 

Lords,  The.  Their  History  and  Powers,  with  Special 
Reference  to  Money  Bills  and  the  Veto.  By 
Adrian  Wontner,  of  Gray's  Inn,  Barrister-at-Law, 
Crown  8vo.     is.  net.     (Inland  Postage  2d.) 

Lords.     See  also  Supreme  Senate. 

Machine  Drawing.  A  Text-book  for  Students  preparing 
for  Science  Examinations  in  Technical  and  Evening 
Schools.  By  Alfred  P.  Hill.  Demy  4to.  Limp 
cloth,  25.  (id.  net.     (Inland  Postage  3^.) 

Medical  Examination  of  Schools  and  Scholars.     A 

Manual  for  School  Doctors  and  Educationalists. 
A  Symposium  of  Experts.  Edited  by  T.  N. 
Kelynack,  M.D.  Demy  Svo.  Cloth,  loi-.  6d.  net. 
(Inland  Postage  6</.) 

Money.  A  Comer  in  Gold  and  our  Money  Laws.  An 
Argument  against  the  Main  Defects  of  our  Money 
System.  With  a  reprint  of  the  speeches  of  the 
Right  Hon.  Sir  Robert  Peel,  Bart.,  in  the  House  of 
Commons,  1844,  on  the  Renewal  of  the  Bank 
Charter  and  the  State  of  the  Law  affecting  Currency 
and  Banking.     Crown  8vo.     Cloth,  2s.  6d.  net. 

Money.  The  Rise  of  the  London  Money  Market,  1640- 
1826.  By  W.  Roosegaarde  Bisschop,  LL.D.  With 
an  Introduction  by  Prof.  H.  S.  Foxwell,  M.A. 
Crown  8vo.     55.  net.     (Inland  Postage  4^.) 

Mothers'  Unions.     See  Boys  and  Girls. 

Motor  Traction.  The  Locomotion  Problem.  By  Charles 
Bright,  F.R.S.E.,  M.I.E.E.  Demy  Svo.  is.  net. 
(Inland  Postage  i^d.) 
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Municipal  Manual.  A    Description  of  the  Constitution 

and   Functions  of  Urban    Local    Authorities.     By 

A.  E.  Lauder.  Crown  8vo,  35.  6d.  net.     (Inland 
Postage  4^.) 

Municipal.  See  also  Drink  ;  Housing  ;  Rates  ;  Taxa- 
tion ;  and  Town  Planning. 

National  and  Local  Finance.  A  Review  of  the 
Relations  between  the  Central  and  Local  Authori- 
ties in  England,  France,  Belgium,  and  Prussia 
during  the  Nineteenth  Century.  By  J.  Watson 
Grice,  B.Sc.  With  a  preface  by  Sidney  Webb, 
LL.B.  (In  the  Series  of  the  London  School  of 
Economics).  Demy  8vo.  Cloth,  \os.  6d.  net. 
(Inland  Postage  ^d.) 

Nationalisation  of  Railways.    See  Railways. 

NeW8Bra.  A  Socialist  Romance,  with  a  Chapter  on  Vacci- 
nation. By  Edward  G.  Herbert,  B.Sc.  Demy 
8vo.     6^.  net.     (Inland  Postage  4^.) 

Nigeria,  Liquor  TraflBc  in  Southern.  As  set  forth  in 
the  Report  of  the  Government  Comm'it'tee  of 
Inquiry,  1909.  An  Examination  and  a  Reply. 
Published  for  the  Native  Races  and  the  Liquor 
Traffic  United  Committee.  Royal  Svo,  3^.  net. 
(Inland  Postage  i^d.) 

Opium :  International  Opium  Commission,  Shanghai, 
February,  1909,  Complete  Official  Report  of  Pro- 
ceedings and  Reports  of  Delegations.  In  2  Vols. 
Volume  I. — Report  and  Minutes  of  Proceedings. 
Volume  II. — Reports  of  Delegations.  F'cap.  folio. 
About  500  pp.  As  containing  the  Findings  of  the 
Commission  and  the  complete  Reports  of  all  the 
Delegations,  these  Volumes  will  be  indispensable  to 
all  students  of  the  subject.  Price  10s.  net.  (Inland 
Postage  6d.) 

Paleography.  Pipe  Roll  of  the  Bishopric  of  Winchester. 
From  the  Fourth  Year  of  the  Episcopate  of  Peter 
des  Roches,  a.d.  i  207-1208.  By  the  Class  in 
Paleography  at  the  London  School  of  Economics, 
under  the  supervision  of  Hubert  Hall,  F.S.A.  (In 
the  Series  of  the  London  School  of  Economics.) 
F'cap  folio,  1 55.  net.     (Inland  Postage  5^.) 
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Parliamentary  Papers,  1801-1900,  Catalogue  of.    A 

General  Catalogue  of  the  principal  Reports  and 
Papers  published  during  the  nineteenth  century — 
also  a  few  of  earlier  date — with  prices,  and  in  most 
cases  analyses  of  contents.  Printed  with  wide 
margins  for  convenience  of  librarians  and  others 
wishing  to  make  notes,  shelf,  or  reference  numbers, 
&c.  Medium  4to.  Full  buckram,  7^.  6d.  net. 
(Inland  Postage  6d.) 

Parliamentary  Papers,  Monthly  Catalogue  of.  Post 
free  on  application. 

Peace.     See  War. 

People's  Banks:  A  Record  of  Social  and  Economic 
Success.  By  H.  W.  Wolff,  author  of  "  Co-operative 
Banking,"  "Agricultural  Banks,"  &c.  Third  Edition, 
Revised  and  Enlarged.  Demy  8vo.  Cloth,  600 
pages.     6s.  net.     (Inland  Postage  6d.) 

Philanthropy.  History  of  English  Philanthropy,  from 
the  Dissolution  of  the  Monasteries  to  the  taking  of 
the  First  Census.  By  B.  Kirkman  Gray.  Demy 
8vo.     Cloth,  7^.  6d.  net.     (Inland  Postage  4d.) 

Philanthropy.  Philanthropy  and  the  State,  or  Social 
Politics.  By  B.  Kirkman  Gray.  Edited  by 
Eleanor  Kirkman  Gray  and  B.  L.  Hutchins.  A 
companion  volume  to  "  History  of  English  Philan- 
thropy," by  the  same  author.  Demy  8vo.  Cloth, 
"js.  6d.  net.     (Inland  Postage  5^.) 

Physical  Condition  of  School  Children.  Report  on 
the  Physical  Condition  of  1,400  School  Children  in 
the  City  of  Edinburgh,  together  with  some  Account 
of  their  Homes  and  Surroundings.  Prepared  by  a 
Committee  of  Edinburgh  Citizens,  and  published 
for  the  Edinburgh  Charity  Organisation  Society. 
Royal  4to,  ^s.  net.     (Inland  Postage,  5^.) 

Political  Priests  and  Irish  Ruin.  By  F.  H.  O'Donnell, 
M.A.,  author  of  "  A  History  of  the  Irish  Parliamen- 
tary Party."  A  Second  Edition,  revised  and  brought 
up  to  date,  of  the  author's  previous  work  "  Paraguay 
on  Shannon."  Demy  8vo.  is.  net.  (Inland 
Postage  ^d.) 
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Political  Socialism  :  A  Remonstrance.  A  Collection  of 
Papers  by  Members  of  the  British  Constitution 
Association,  with  Presidential  Addresses  by  Lord 
Balfour  of  Burleigh  and  Lord  Hugh  Cecil.  Edited 
by  Mark  H.  Judge.  Crown  8vo.  Paper  boards, 
IS.  net ;  cloth,  is.  6d.  net.     (Inland  Postage  3^.) 

Poor  Law.  Administrative  Reform  and  the  Local  Govern- 
ment Board.  By  J.  Theodore  Dodd,  M.A.  Crown 
8vo.     IS.  6d.  net.     (Inland  Postage  2d.) 

Poor  Law.  The  English  Poor  Laws :  their  History, 
Principles,  and  Administration.  Three  Lectures 
delivered  at  the  Women's  University  Settlement, 
Southwark.  By  Sophia  Lonsdale.  Third  and 
revised  edition.  Crown  8vo.  is.  net.  (Inland 
Postage  2d.) 

Poor  Law.  The  Danish  Poor  Relief  System  :  an 
Example  for  England.  By  Edith  Sellers.  An  ac- 
count of  the  Poor  Relief  System  as  practised  in  Den- 
mark, which  is  generally  considered  to  be  a  model 
of  its  kind.  Crown  Svo.  Limp  cloth,  2s.  net. 
(Inland  Postage  2d.) 

Poor  Law.  GUmpses  into  the  Abyss.  By  Mary  Higgs. 
An  account  of  the  personal  explorations  undertaken 
by  Mrs.  Higgs,  who,  disguised  as  a  tramp,  has  spent 
days  and  nights  in  tramp-wards,  lodging-houses,  and 
shelters.  Crown  Svo.  Cloth,  35.  6d.  net.  (Inland 
Postage  ^d.) 

Poor  Law.  History  of  the  English  Poor  Law,  924-1853. 
In  connection  with  the  legislation  and  other  circum- 
stances affecting  the  condition  of  the  people.  By 
Sir  George  Nicholls,  K.C.B.  Revised  edition,  with 
a  Biography  and  Portrait  of  the  Author.  2  vols. 
Demy  Svo.  Cloth,  105.  6d.  net.  (Inland  Post- 
age ^d.) 

Poor  Law.  History  of  the  English  Poor  Law,  1 834-1 898, 
By  Thomas  Mackay.  Demy  Svo.  Cloth,  7^.  6d.  net. 
(Inland  Postage  6d.) 
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Poor  Law.  The  History  Sheet  or  Case-Paper  System.  A 
collection  of  Papers  read  at  various  Poor  Law 
Conferences,  with  the  Discussions  thereon  and 
Specimen  Forms  in  use  in  various  Unions.  With 
an  Introduction  by  Sir  William  Chance,  Bart. 
Crown  8vo.  Cloth  back,  2s.  net.  (Inland  Post- 
age 3^.) 

Poor  Law.  Memorandum  on  the  Reports  of  the  Royal 
Commission  on  the  Poor  Laws.  By  Sir  Arthur 
Downes.    Demy  8vo.    2d.  net.    (Inland  Postage  ^d.) 

Poor  Law.  Memorandum  on  the  Reports  of  the  Royal 
Commission  on  the  Poor  Laws.  By  Miss  Octavia 
Hill.  id.  ys.  6d.  per  100  copies.  (Inland  Post- 
age ^d.) 

Poor  Law.  Our  Treatment  of  the  Poor.  By  Sir  William 
Chance,  Bart.,  M.A.  Crown  8vo.  Cloth,  2s.  6d. 
(Inland  Postage  3^.) 

Poor  Law  :  The  Poor  and  Their  Rights.  How  to  Obtain 
them  Under  Existing  Legislation.  By  J.  Theodore 
Dodd,  M.A.,  Guardian  and  Councillor  for  the  City 
of  Oxford.    Demy  8vo.    6d.  net.  (Inland  Postage  id.) 

Poor  Law ;  Poor  Law  Reform,  via  Tertia.  The  Case  for 
the  Guardians.  By  Sir  William  Chance,  Bart., 
M.A.  Crown  8vo.  is.  net.  Cloth,  is.  6d.  net. 
(Inland  Postage  3^.) 

Poor  Law.  The  Starting  Point  of  Poor  Law  Reform. 
The  Principles  in  Common,  and  at  issue,  in  the 
Reports  of  the  Poor  Law  Commission.  By  John 
H.  Muirhead,  M.A.,  LL.D.  With  an  Introduction 
by  Sir  Oliver  Lodge,  LL.D.,  F.R.S.  Second 
Edition.  Demy  8vo.  Cloth  back,  2s.  net.  (In- 
land Postage  ^d.) 

Poor  Law.     See  also  Vagrancy. 

Poor  Law  Conferences.  Official  Reports  of  the  Pro- 
ceedings of  the  Central  and  District  Poor  Law 
Conferences,  containing  the  Papers  read  and  the 
full  Discussions  thereon.  Report  of  any  single 
Conference,  i.y. ;  all  Conferences,  each  sent  as  soon 
as  published,  10s.  6d.  per  annum  ;  Bound  Volume, 
with  index,  12s.  net.     (Inland  Postage  5^.) 
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Poor  Law  Orders.  Arranged  and  Annotated  by  H. 
Jenner-Fust,  M.A.  Second  edition.  Royal  8vo. 
42s.  net.     (Inland  Postage  6d.) 

Poverty,  Causes  of.  By  Callaghan  McCarthy,  B.A. 
A  graphic  description  of  the  parts  and  appearances 
of  this  planet — of  its  surface,  its  instruments  of 
production,  the  items  of  property,  its  vegetable  and 
animal  life,  its  human  communities,  &c.  The 
author  brings  all  these  vividly  before  the  reader's 
mind,  and  explains  the  defects  that  give  rise  to 
human  poverty.  Crown  8vo.  Cloth,  2s.  net.  (In- 
land Postage  2^d.) 

Practical  Notes  on  the  Management  of  Elections. 

By  Ellis  T.  Powell,  LL.B.  (In  the  Series  of  the 
London  School  of  Economics.)  Demy  8vo.  Paper, 
IS.  6d.  net.     (Inland  Postage  ihd.) 

Price  of  Home  Rule,  The.  By  L.  Cope  Comford.  Crown 
8vo.  Cloth,  IS.  net.  Paper,  6d.  net.  (Inland 
Postage  id.) 

Prices.  Course  of  Average  Prices  of  General  Commodi- 
ties, 1820-1907.  Compiled  by  Augustus  Sauerbeck, 
F.S.S.  Royal  4to.  With  folding  Diagram,  is.  net. 
(Inland  Postage  i^.) 

Production  and  Distribution.  A  History  of  the 
Theories  of  Production  and  Distribution  in  English 
Political  Economy  from  17 76-1 848.  By  Edwin 
Cannan,  M.A.,  LL.D.  Second  edition.  Demy  8vo. 
Cloth,  los.  6d.  net.     (Inland  Postage  5^.) 

Progress:  Civil,  Social,  and  Industrial.  The  Quarterly 
Magazine  of  the  British  Institute  of  Social  Service. 
6d.  net.     (Inland  Postage  2d.) 

Contains  the  Official  Record  of  the  National  League  for 
Physical  Education  and  Improvement,  and  information 
regarding  Foreign  Social  Activities,  by  Dr.  Kodolphe 
Broda.  A  full  list  of  all  Publications  on  Social  Topics, 
including  Articles  in  Periodicals  during  the  preceding 
quarter,  foims  an  invaluable  feature  of  each  issue. 

The  Publishers  will  be  pleased  to  send  a  specimen  copy 
to  any  address  on  receipt  of  the  amount  of  the  postage. 
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Protection  in  Canada  and  Australasia.    By  C.  H. 

Chomley,  B.A.jLL.B.  Crown  8vo.  Cloth,  35.  6^?.  net. 
(Inland  Postage  3^.) 

Protection  in  France.  By  H.  O.  Meredith,  M.A. 
Crown  8vo,    Cloth,  3^.  bd.  net.  (Inland  Postage  3^.) 

Protection  in  Germany.  A  History  of  German  Fiscal 
Policy  during  the  Nineteenth  Century.  By  William 
Harbutt  Dawson.  Crown  8vo.  Cloth,  35'.  6d.  net. 
(Inland  Postage  4^.) 

Protection  in  the  United  States.  A  study  of  the  origin 
and  growth  of  the  American  Tariff  System  and  its 
social  and  economic  influences.  By.  A.  Maurice 
Low.  Crown  Svo.  Cloth,  3^.  6^.  net.  (Inland 
Postage  3^.) 

Protection.  See  also  Canada  and  the  Empire  ;  Com- 
mercial Gambling;  Fiscal  Fallacies;  Free 
Trade;  Seven  Years  of  the  Sugar  Conven- 
tion ;  Tariffs  ;  and  Tariff  Reform. 

Public  Finance.  The  King's  Revenue.  An  account  of 
the  Revenue  and  Taxes  raised  in  the  United  King- 
dom, with  a  short  history  of  each  Tax  and  Branch 
of  the  Revenue.  By  W.  M.  J.  Williams.  Demy 
Svo.     Cloth,  6^.  net.      (Inland  Postage  4^.) 

Railways:  The  Railway  Clerk's  Assistant.  By  Geo.  B. 
Lissenden.  Crown  Svo.  i^.  dd.  net.  (Inland 
Postage  3^.) 

Railway  Trader's  Guide,  The.  The  Railway  Trader's 
Guide  to  Forwarding,  Receiving,  Railway  Charges, 
and  all  other  Matters  incidental  to  Transactions 
with  the  Railway  Companies.  By  Geo.  B.  Lissenden. 
Royal  Svo.  Cloth.  250  pp.,  including  4S  pp. 
of  Ready  Reckoner,  in  addition  to  other  tables 
and  specimen  forms.  7^.  6^  net.  (Inland 
Postage   5^.) 

Railways.  Monthly  Bulletin  of  the  International  Railway 
Congress  (English  edition).  Illustrated.  Single 
numbers  vary  in  price  from  2s.  to  (ys.  each.  Sub- 
scription for  12  months,  Jan. -Dec.  only  24^. 
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Railways.  Railways  and  Nationalisation.  By  Edwin  A. 
Pratt.  Crown  8vo.  Cloth,  2S.  6d.  net.  (Inland 
Postage  4d.) 

Railways.  The  Safety  of  British  Railways ;  or  Railway 
Accidents,  how  caused,  and  how  prevented.  By 
H.  Raynar  Wilson.  Crown  8vo.  Cloth,  35.  6d. 
net.     (Inland  Postage  3^.) 

Railways.     See  also  Light  Railways. 

Rates.  History  of  Local  Rates  in  England.  By  Edwin 
Cannan,  M.A.  A  summary  of  the  Development 
of  one  element  of  taxation.  (In  the  Series  of  the 
London  School  of  Economics.)  Crown  8vo.  Cloth, 
2S.  6d.  net.    (Inland  Postage  3^.) 

Rates.  Being  the  Revenue  and  Expenditure  of  Boroughs 
and  Urban  District  Councils  of  10,000  or  more 
inhabitants  (England  and  Wales)  analysed  and 
compared.  By  C  Ashmore  Baker,  A.M.I.E.E. 
F'cap.  folio.  Paper  boards.  25.  6d.  net.  (Inland 
Postage  4^.) 

Rates.  See  also  London  ;  Municipal  ;  National  and 
Local  Finance  ;  and  Taxation  and  Local 
Government. 

Rating  and  Assessment  in  London.  Quinquennial 
Valuation,  19 10.  A  Guide  for  Officials  and  Rate- 
payers. With  information  as  to  the  Principles 
upon  which  the  Valuation  is  made,  and  as  to 
how  the  Valuation  is  tested  and  in  a  Proper  case 
reduced  or  otherwise  adjusted.  By  Edwin  Austin, 
of  Gray's  Inn,  Barrister-at-Law.  Crown  Svo.  Cloth, 
2S.  net.     Paper,  is.  net.     (Inland  Postage  2d) 

Rating  of  Land  Values.    See  Land  Values. 
Referendum.     See  Liberalism  ;  a«^  Switzerland. 

Sanitary  Inspector's  Guide.  A  Practical  Treatise  on 
the  Public  Health  Act,  1875,  and  the  Public  Health 
Acts  Amendment  Act,  1890,  so  far  as  they  affect  the 
Inspector  of  Nuisances.  By  H.  Lemmoin-Cannon. 
Crown  Svo.     Cloth,  3^.  6d.  net.     (Inland  Postage 
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Schools,  Medical  Examination  of.     See  Medical. 

Second    Chamber.      See    Liberalism  ;    Lords  ;    and 

Supreme  Senate. 

Seven  Years  of  the  Sugar  Convention :    1903-1910. 

A  Vindication  of  Mr.  Chamberlain's  Imperial  and 
Commercial  Policy.  By  Ralph  T.  Hinckes,  M.A. 
Crown  8vo.     ^d.  net.     (Inland  Postage  id.) 

Sewage  Works  Analyses.  An  account  of  the  methods 
of  analysis  in  use  in  the  laboratory  of  the  Manchester 
Corporation  sewage  works.  By  Gilbert  J.  Fowler, 
F.I.C.  Crown  8vo.  Cloth,  illustrated,  6s.  net. 
(Inland  Postage  4^.) 

Site  Values.     See  Land  Values. 

Small  Holders :  What  they  must  do  to  succeed.  With 
a  chapter  on  the  revival  of  country  life.  By  Edwin 
A.  Pratt.  Crown  8vo.  Cloth  back,  2s.  net.  (In- 
land Postage  3</.) 

Small  Holdings.  The  Small  Holdings  Controversy. 
Ownership  v.  Tenancy.  By  Mrs.  Roland  Wilkins 
(L.  Jebb).  With  a  Prefatory  Letter  by  Lord  Car- 
rington.    Demy  Svo.    2d.  net.    (Inland  Postage  ^d.) 

Small  Holdings  in  England.  By  Frederick  Impey. 
Demy  Svo.     3^/.  net.     (Inland  Postage,   id.) 

Social  Democracy,  New.  A  Study  for  the  Times.  By 
J.  H.  Harley,  M.A.,  late  Scholar  of  Mansfield 
College,  Oxford ;  Vice-President  of  the  National 
Union  of  Journalists.  Demy  Svo.  Cloth,  6^.  net. 
(Inland  Postage  4^.) 

Social  Democracy.  See  also  German  Social  Democ- 
racy ;  and  Liberalism. 

Socialism  :  Newaera  :  A  Socialist  Romance,  with  a 
Chapter  on  Vaccination.  By  Edward  G.  Herbert, 
B.Sc.     Demy  Svo.     6s.  net.     (Inland  Postage  /^d.) 

Socialism.  See  also  German  Social  Democracy  ; 
Liberalism  ;  Social  Democracy  ;  and  Political 
Socialism. 
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Spencer.  Herbert  Spencer  Refutes  recent  Misrepresenta- 
tions. Professor  Bourne's  defamatory  attacks  met 
by  excerpts  culled  from  the  Philosopher's  works. 
By  Alfred  W.  Tillett.  Crown  8vo.  6d.  net.  (In- 
land Postage  \d.) 

State  Railways.     See  Railways. 

Statistics,  An  Elementary  Manual  of.  By  Arthur  L. 
Bowley,  M.A.,  F.S.S.,  Reader  in  Statistics  in  the 
University  of  London.  Author  of  "Elements  of 
Statistics,"  &c.  Demy  8vo.  Cloth,  55.  net.  (In- 
land Postage  4^.) 

Statistics,  Elements  of.     A  Text  Book  for  the  use  of 

students,  actuaries,  bankers,  &c.  By  A.  L.  Bowley, 
M.A.  Third  and  revised  edition.  (In  the  Series  of 
the  London  School  of  Economics.)  Demy  8vo. 
Cloth.  Numerous  Diagrams.  105.  6d.  net.  (In- 
land Postage  5^.) 

Supreme  Senate  and  a  Strong  Empire,  A.    By  R.  V. 

Wynne.    F'cap.  Svo.     6d.  net.     (Inland  Postage  ^d.) 

Switzerland,  Referendum  in.  By  M.  Simon  Deploige. 
With  a  letter  on  the  Referendum  in  Belgium  by 
M.  J.  van  den  Heuvel.  Translated  by  C  P. 
Trevelyan,  M.P.,  and  edited  with  notes,  introduc- 
tion, bibliography  and  appendices  by  Lilian  Tomn. 
(In  the  Series  of  the  London  School  of  Economics.) 
Crown  Svo.    Cloth,  7.^.  6d.  net.    (Inland  Postage  ^d.) 

Tariff  Reform.  The  Manufacturer  and  the  State.  An 
Address  by  H.  Hirst,  M.I.E.E.  Demy  Svo.  6d.  net. 
(Inland  Postage  id.) 

Tariff  Reform.  Fiscal  Fallacies  :  A  Comparison  with 
Germany.  By  Congreve  Jackson.  Second  Edition. 
Crown  Svo.     3^.  net.     (Inland  Postage  id.) 

Tariff  Reform,  The  Real  Case  for.  Employment  and 
Wages  —  How  Free  Trade  "  Blacklegs "  Home 
Labour — Facts  for  Workmen  by  a  Workman  (T. 
Good).  With  a  Preface  by  the  Rt.  Hon.  J.  Austen 
Chamberlain,  M.P.  Demy  Svo.  6d.  net.  (Inland 
Postage  id.) 
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Tariffs.  Statistical  Studies  Relating  to  National  Progress 
in  Wealth  and  Trade  since  1882  :  A  plea  for  further 
inquiry.  By  Arthur  L.  Bowley,  M.A.  Crown  8vo. 
2s.  net.     (Inland  Postage  2d.) 

Tariffs.  Tariff  Commission  Report.  List  of  the  volumes 
containing  Report  and  Summary  of  Evidence,  Evi- 
dence of  Witnesses,  Replies  to  Forms,  Tables,  and 
Diagrams  Dealing  with  Iron,  Steel,  Textile,  Agri- 
culture, Engineering,  Pottery,  Glass,  Sugar  and 
Confectionery,  post  free  on  application. 

Tariffs.  The  Tariff  Problem.  By  Professor  W.  J.  Ashley. 
Second  Edition.  Crown  8vo.  Cloth,  35.  6d.  net. 
(Inland  Postage  4^.) 

Tariffs.  See  also  Canada  and  the  Empire;  Com- 
mercial Gambling;  Free  Trade;  o«i/ Protection. 

Taxation.  See  Commons  ;  Free  Trade  ;  Lords  ; 
National  and  Local  Finance  ;  Protection  ; 
Public    Finance;    and    Taxation    and    Local 

Government. 

Taxation  and  Local  Government.  By  J.  C.  Graham. 
Fourth  Edition,  revised  and  brought  up-to-date. 
By  M.  D.  Warmington.  Crown  8vo.  Cloth,  2s.  net. 
(Inland  Postage  3^.) 

Temperance.    See  Drink. 

Thrift,  Approved  Methods  of.  With  a  list  of  societies 
for  its  promotion.  By  Mrs.  A.  H.  Johnson.  Issued 
for  the  National  Union  of  Women  Workers  of 
Great  Britain  and  Ireland.  Demy  Svo.  3^.  net. 
(Inland  Postage  ^d.) 

Thrift,  Institutions  for.  By  Sir  Edward  Brabrook,  C.B., 
F.S.A.  A  usefuUittle  book  for  members  of  working 
men's  clubs,  friendly  societies,  building  societies, 
and  other  institutions  of  a  similar  nature.  Crown 
Svo.     6d.  net.     (Inland  Postage  id.) 

Thrift  ManuaL  A  Manual  on  Thrift  for  the  use  of 
Teachers  in  Primary  Schools.  Demy  Svo.  Limp 
cloth,  2S.  net.     (Inland  Postage  2^d.) 

Thrift.    See  also  Building  Societies. 
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Town  Planning  Powers.  The  Practical  Application  of 
Town  Planning  Powers.  Report  of  a  National 
Town  Planning  Conference  arranged  by  the  Garden 
Cities  and  Town  Planning  Association,  held  at  the 
Guildhall,  London,  on  December  lo,  1909.  Papers 
and  Speeches  by  Thomas  Adams,  J.  W.  Willis 
Bund,  K.C.,  W.  R.  Davidge,  H.  V.  Lanchester, 
A.  R.  Stenning,  H.  Inigo  Triggs,  Raymond  Unwin, 
Paul  Waterhouse,  and  Professors  S.  D.  Adshead, 
Patrick  Geddes,  and  Beresford  Pite.  Edited  by 
Ewart  G.  Culpin.  Demy  8vo.  is.  net.  (Inland 
Postage  2^d.) 

Town  Planning.     See  also  Housing. 

Trade  Unions.  Select  Documents  Illustrating  the  His- 
tory of  Trade  Unionism,  [i.  The  Tailoring  Trade.] 
By  F.  W.  Galton.  With  a  Preface  by  Sidney  Webb, 
LL.B.  Crown  8vo.  Cloth,  5^.  net.  (Inland  Post- 
age 4d.) 

Tramps.  See  Poor  Law  ;  Unemployed  ;  Vagrancy  ;  and 
Where  Shall  She  Live? 

Transport  Facilities  in  the  Mining  and  Industrial 
Districts  of  South  Wales  and  Monmouthshire. 
Their  future  History  and  Development.  By 
Clarence  S.  Howells,  M.A.  No.  2  of  the  Series  of 
Publications  of  the  Department  of  Economics  and 
Political  Science  of  the  University  College  of  South 
Wales  and  Monmouthshire.  Edited  by  H.  Stanley 
Jevons,  M.A.,  B.Sc.     2s.  net.    (Inland  Postage  i^^.) 

Unemployed  :  Central  Body  for  London.  Preliminary 
Report  on  the  work  of  the  Central  (Unemployed) 
Body  for  London  to  May  12,  1906.  Foolscap  i^. 
net.     (Inland  Postage  2d.) 

Second  Report  from  May  12,  1906,  to  June  30, 
T907.     Foolscap,     i^.  net.     (Inland  Postage  ^d.) 

Third  Report  of  the  Central  Body,  from  July  i, 
1907,  to  June  30,  1909.  F'cap.  is.  6d.  net. 
(Inland  Postage  5^.) 
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Unemployed.  Insurance  Against  Unemployment.  By 
David  F.  Schloss.  Crown  8vo.  Cloth,  35.  6^.  net. 
(Inland  Postage  3^.) 

Unemployed.  The  Labour  Exchange  in  Relation  to  Boy 
and  Girl  Labour.  By  Frederick  Keeling.  Demy  8vo. 
6^.  net.     (Inland  Postage  i^d.) 

Unemployed.  Report  of  a  Temporary  Colony  at  Garden 
City  for  Unemployed  Workmen  mainly  from  West 
Ham  during  February,  March  and  April,  1905. 
Carried  out  by  the  Trinity  College  (Oxford)  Settle- 
ment, Stratford,  London.  Demy  8vo.  6d.  net. 
(Inland  Postage  ^d.) 

Unemployed.  The  Unemployables.  By  Edmond  Kelly, 
M.A.  With  a  Preface  by  Sir  William  Chance,  Bart., 
M.A.  Contains  a  full  account  of  the  Swiss  Labour 
Colonies  in  the  Canton  of  Berne.  Crown  8vo. 
6d.  net.     (Inland  Postage  id,) 

Unemployed.  The  Unemployed :  a  National  Question. 
By  Percy  Alden,  M.A.  With  a  Preface  by  Sir 
John  Gorst,  M.A.  Second  edition.  Crown  8vo. 
Cloth,  2S.  net.     (Inland  Postage  3^.) 

Unemployment  and  the  Unemployed.  A  Bibliography. 
Prepared  by  F.  Isabel  Taylor,  B.Sc,  Formerly  Senior 
Student-Assistant  in  the  Library  of  the  London 
School  of  Economics.  With  a  Preface  by  Sidney 
Webb,  LL.B.  (In  the  Series  of  the  London  School 
of  Economics.)  Demy  8vo.  Cloth,  2s.  net.  Paper, 
IS.  6d.  net.     (Inland  Postage  2d.) 

Unemployment.  The  Sun's  Heat  and  Trade  Activity  as 
a  Cause  of  Unemployment.  By  H.  Stanley  Jevons, 
M.A.,  B.Sc,  F.S.S.  Royal  8vo.  Cloth,  2s.  net. 
Paper,  is.  net.     (Inland  Postage,  2d.) 

Vaccination  and  ViYisection.  Politics  and  Disease. 
By  A.  Goff  and  J.  H.  Levy.  Crown  8vo.  Cloth, 
3^.  6d.  net.     (Inland  Postage  4^.) 

Vagrancy.  A  Review  of  the  Report  of  the  Departmental 
Committee  on  Vagrancy,  1906.  With  answers  to 
certain  criticisms.  By  Sir  William  Chance,  Bart., 
M.A.     Crown  8vo.     6d.  net.     (Inland  Postage,  id.) 
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Yagrancy.  A  Vicar  as  Vagrant.  By  Rev.  G.  Z.  Edwards. 
With  a  Preface  by  the  Rector  of  Birmingham. 
Demy  8vo.     2d.     (Inland  Postage  \d^ 

Yagrancy  Problem,  The.  The  Case  for  Measures  of 
Restraint  for  Vagrants,  Loafers,  and  Unemploy- 
ables ;  with  a  Study  of  Continental  Detention 
Colonies  and  Labour  Houses.  By  William  Harbutt 
Dawson,  author  of  "  The  German  Workman." 
Crown  8vo.    51.  net.     (Inland  Postage  4^.) 

Yillage  Banks.  How  to  Start  them ;  How  to  Work 
them ;  What  the  Rich  may  do  to  Help  them,  &c. 
By  H.  W.  Wolflf.  Crown  8vo.  6^.  (Inland  Post- 
age \d) 

Yagrancy.  See  also  Poor  Law  ;  Unemployed  ;  and 
Where  Shall  She  Live? 

War.  The  Extinction  in  Perpetuity  of  Armaments  and 
War.  By  A.  W.  Alderson.  Demy  Svo.  Cloth, 
"]$.  6d.  net.     (Inland  Postage  3^.) 

War.     See  also  Law  of  Prize. 

What  County  Councils  can  do  for  the  People.     By 

W.  Thompson.     Demy  Svo  ;  paper,  6d.  ;  cloth,  15. 
(Inland  Postage  id.) 

What  to  Read  on  Social  and  Economic  Subjects.  An 
Interleaved  Bibliography.  Fifth  Edition.  Demy 
8vo.     IS.  net.     (Inland  Postage  T,d.) 

Where  Shall  She  Live?  The  Homelessness  of  the 
Woman  ^^■orker.  Written  for  the  National  Associa- 
tion for  Women's  Lodging  Homes.  By  Mary  Higgs 
and  Edward  E.  Hayward,  M.A.  Crown  Svo.  Cloth, 
2S.  6d.  net.    Paper,  is.  6d.  net.    (Inland  Postage  3^.) 

Women.  Educated  Working  Women.  The  Economic 
Position  of  Women  Workers  in  the  Middle  Classes. 
By  Clara  E.  Collet,  M.A.  Crown  Svo.  Cloth, 
2S.  6d.  net ;  paper,  25.  net.     (Inland  Postage,  3^.) 

Women.  Women  as  Barmaids.  Published  for  the  Joint 
Committee  on  the  Employment  of  Barmaids.  With 
an  Introduction  by  the  Bishop  of  Southwark. 
Demy  Svo.     is.  net.     (Inland  Postage  i^d.) 
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Women.  Women  in  the  Printing  Trades  :  A  Sociological 
Study.  Edited  by  J.  R.  Macdonald,  M.R  With  a 
Preface  by  Professor  F.  Y.  Edgeworth.  Demy  8vo. 
Cloth.    Diagrams.    105.  6^.  net.  (Inland  Postage  4^.) 

Workmen.  How  the  English  Workman  Lives  :  Being 
the  Experiences  of  a  German  Coal-miner  in  England. 
Translated  by  C  H.  d'E.  Leppington.  Crown  8vo. 
IS.  net.  {See  Brassworkers  ;  and  German  Work- 
man.) 
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make  a  speciality  of  Publications 
dealing  with  = 

ECONOMICS 

SOCIAL  QUESTIONS 

POLITICS 

LOCAL  GOVERNMENT 

and  will  at  any  time  be  pleased  to  consider, 
with  a  view  to  publication,  any  MSS.  treating 
of  these  subjects  which  may  be  submitted 
to  them. 

Messrs.  KING  &  SON  also  make  a  prominent 
feature  of  Parliamentary  Papers,  and  are  often 
able  to  supply  scarce  and  out-of-print  Govern- 
ment Publications  which  are  unobtainable 
elsewhere.  Complete  sets  and  various  periods 
of  Hansard's  Parliamentary  Debates  are  kept 
in  stock. 
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